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INTRODUCTION 

These  appendix  volumes  gather  together  the  basic  unpublished  source 
material  which  served  as  the  basis  for  the  subconmittee ' s  hearing?  and 
report,  but  which  were  too  voluminous  to  include  in  the  hearing  record. 

Parts  One  and  Two  of  the  Appendix  contain  the  detailed  responses  to 
questionnaires  that  the  subcommittee  submitted  to  the  Civil  Aeronautics 
Board  and  the  airlines.  The  airlines  responses  to  Question  100  consisted 
of  training  manuals  for  airline  personnel,  and  thus  have  been  omitted 
from  this  appendix.   Likewise,  some  extensive  attachments  to  other  an- 
swers have  been  also  omitted,  particularly  if  the  material  is  on  file  with 
the  CAB.   In  such  cases,  the  omissions  are  noted,  and  the  material  may 
be  obtained  from  the  subconmittee  or  the  CAB  as  indicated.  Finally,  the 
subcommittee  has  deleted  certain  information  of  a  confidential,  financial, 
or  commercial  nature  where  requested  by  the  airline  providing  the  infor- 
mation. 

Part  Three  presents  the  primary  documents  relating  to  the  CAB's  con- 
trol over  entry.   CAB  staff  studies  of  1972  and  1974  detail  the  CAB's 
decisionmaking  process,  as  well  as  providing  much  useful  information  not 
published  or  generally  available  elsewhere.   Three  studies  Initiated  by 
the  subcommittee  are  also  included:   a  study  by  a  special  subcommittee 
consultant,  Lucille  S.  Keyes;   a  legal  memorandum  by  Stuart  Glass  of 
the  Library  of  Congress  staff;  and  an  audit  of  entry  cases  by  the  General 
Accounting  Office.   (The  CAB's  responses  to  Questions  19  and  29  of  Part 
One  also  address  this  subject.) 

Part  Four  reproduces  certain  portions  of  the  Domestic  Passenger 
Fare  InvestlEatlon.   This  4-year  investigation  concluded  In  December 
1974,  and  presents  the  most  thorough  CAB  analysis  of  Federal  economic 
policy  toward  the  airlines,  and  the  most  carefully  considered  CAB  judg- 
ments on  the  use  of  its  authority  over  airline  fares. 

Finally,  Part  Five  contains  supplementary  material  which  relates 
to,  but  did  not  appear  in,  the  hearing  record. 
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PART  I 

QUESTIONS  SUBMITTED  BY  THE  SUBCOMMITTEE 
TO  THE  CIVIL  AERONAUTICS  BOARD 

1.  List  all  fare  increases  (and  amounts)  granted  tu   pcissenger 
airlines  within  the  last:  1  iv.'  '^n^5. 

2.  List  aJl  fare  decreases  (and  amounts)  granted  to  nass'^naf^r 
airlines--d'jmestic  and  r'jrcign--within  the  past  five  years. 

3.  Explain  in  some  detaj],  hww  the  CAB  sets  or  approves  rates. 
Do  Board  members  or  staff  over  meet  formally  or  informally  with 
representatives  of  the  airlines  to  discuss  fare  policy?   Did  such 
meetings  take  place  prior  to  the  Moss  derision? 

4.  Please  list  all  meetings  and  phone  conversations  occurring  within 
the  past  year  involving  any  representative  of  any  firm  regulated 

by  the  Board  and  a)  a  Board  member,  or  h)  his  personal  assistants, 
or  c)  a  bureau  director,  where  the  matters  discussed  included  any 
matter  which  was,  or  which  later  became,  the  subiect,  in  part  or  in 
whole,  or  a  rule  making  proceeding  or  an  adjudicatory  proceeding. 
Include  social  occasions.   Oii.it  formal  meetings  of  the  Board. 
Describe  each  such  conversati  n ;  include  a  list  cf  those  present, 
the  sub;jects  discussed,  and  the  positions  taken  by  the  parties. 

5.  Please  ]ist  all  other  meetings  and  phone  c  iiversations  occurring 
within  the  past  year  involving  any  representative  of  any  firm 
regulated  by  the  Board  and  .my  Board  member.   Include  social 
occasiM;;:.   Omit  fc^rmal.  meetings  of  the  Board.   Describe  each  such 
convers.-tion;  include  a  list  )f  those  present,  the  subjects  discussed, 
and  the  positions  taken  bv  the  parties  . 

(1.   Please  provide  the  same  information  r^'qucsted  in  question  ,^4,  in 
respect  to  meetings  or  piione  r.n.versations  within  the  past  year 
involv.irig  empl  'vees  of  tlie  F.xc'-ntive  Branch  and  a)  a  board  member, 
or  b)  his  personal  assistants,  or  c)  a  bureau  -lirector. 

/.      Pl-rase  pr.'vide  the  -.-amc  i  I'tormation  requested  in  question  1^5    in 
respect  to  meecings  or  phone  c mversatitjris  within  the  past  year 
involving  a  member  of  the  Executive  Branch  and  a  Board  member. 

t' .      List  tlie  hundred  most  travelled  city  pair  r^u  tes --including 
international  as  well  as  domestic  routes.   As  to  each,  list  the 
faros  for  an  ordinary  coat:h  flight  for  each  year  from  1965  to 
the  Dresent.   List  the  load  factors  and  number  cf  competitors  and 
effective  competitors  on  ca'.ti  route  for  the  y-ars  196S  to  the  present 
If  more  than  ;  0%  of  the  traff  i"  in\my  of  these  mar-'-ets  moved  at  a 
fare  or  fares  lower  than  the  ordinary  coach  fare,  list  that  fare, 
the  CiMidLtions  on  it,  if  any,  and  the  percent  of  '  raff ic  moving  at 
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9.  What  limitations  are  there  on  discussion  between  Board  members 
or  ether  CAB  staff  and  persons  lot  on  the  Board's  staff  or  matters 
whjch  are  or  may  be  before  the  Board  for  decision?  Is  it 
proper  for  Board  members  or  staff  and  representatives  of  firms 
which  are  contemplating  placing  matters  in  issue  before  the  Board 
to  discuss  those  matters  before  they  are  formally  filed,  if  not 
after? 

10.  Please  provide  us  with  a  copy  of  an  October,  1972  memorandum 
to  the  Board  (Notation  3320)  from  the  Director,  Bureau  or 
Operating  Rights  on  the  Future  of  the  Board's  Route  Program  and 
indicate  what  action,  if  any,  was  taken  on  the  memorandum  and  why. 

11.  Please  provide  us  with  a  copy  of  the  1970  staff  study  of  the 
effects  on  competition  and  services  of  the  merger  between  Capital 
and  United  Airlines. 

12.  Please  submit  a  copy  of  fhe  CAB  staff  study  oi  PSA  n-.^de  in  • 
.1965.  What  conclusions  did  the  Board  draw  from  this  study? 
Describe  in  detail  exactly  what  follow-up  work  was  done  by  the 
Board  staff,  what  recommendations  the  staff  made,  what  follow-up 
action  was  taken,  explain  why. 

13.  Is  the  weather  better  on  r  nites  served  by  PSA  and  SWA  than  on 
all  other  routes  of  similar  density  in  the  United  States?  Please 
submit  any  data  you  have  shcA-ung  how  much  better  the  weather  is. 
How  many  flights  are  cancelled  by  airlines  f].ying  comparable 
routes  elsewhere  in  the  United  States  because  of  bad  weather? 
How  many  flights  are  cancelled  per  year  by  PSA,  and  by  SWA? 
Please  list  other  routes  of  approximately  similar  mileage  in  the 
United  States  that  enjoy  roughly  equivalent  weather. 

14.  Is  traffic  density  greater  on  routes  served  by  PSA  and  SWA  than 
on  other  routes  of  comparable  distance  througout  the  U.S.?  Please 
list  those  routes  of  comparable  distance  where  traffic  is  less  dense, 
as  dense,  more  dense. 

15.  Why  are  fares  in  comparable  interstate  markets  higher  than  in 
California  and  Texas  intrastate  markets?  Has  the  Board  pursued 
policies  or  taken  any  action  since  1960  designed  to  affect  access 
tu  traffic,  entry,  or  operations  by  intrastate  carriers  in 
intrastate  markets? 

16.  Please  enclose  a  statement  of  each  of  the  trunk  airlines  (as 
well  as  the  average  trunk  airline's)  costs,  revenues,  gross  profits, 
interest  on  debt,  actual  taxes  paid,  net  return  to  equity,  and  load 
factors  for  domestic  routes,  and  for  international  routes,  for 

each  year  for  the  past  ten  years.   Include  that  same  information  for 
the  nine  months  ending  Sept.  30,  1974.   Include  that  same  information 
for  the  following  routes,  broken  down  by  individual  routes  insofar 
as  possible:   1)   all  routes  on  which  capacity  restricting  agreements 
have  been  made  with  other  a ii' lines;   2)  those  same  routes  prior  to 


-3- 


the  time  capacity  restricting  ■grcements  took  affect;   3)  San 
Francisco/Los  Angeles;   4)  Boston/New  York;   5)  BostonA^ashington ; 
6)  Washington/New  York;   7)  routes  between  the  East  coast  and 
Chicago;   8)  transcontinental  routes;   9)  North  Atlantic  routes. 
Provide  information  as  to  the  traffic  density  of  each  of  those 
routes,  or  sets  of  routes.   How  would  these  figures  change  if 
the  load  factors  on  each  route  averaged  55%?  60%?  65%?  70%? 

17.  Please  provide  a  statement  of  actual  and  predicted  industry 
cash  flow  over  the  past  five  years  and  the  next  five  years.  What 
load  factors  are  used  in  arriving  at  the  statement?  How  would  the 
figures  change  assuming  load  factors  of  55%?  60%?  65%?  70%? 

18.  Is  one  of  the  CAB 's  objectives  to  keep  any  major  trunk  carrier 
from  going  bankrupt  or  into  reorganization?  If  so,  how  important  is 
this  goal?  When  it  conflicts  with  the  effort  to  obtain  lower  fares,  w 
is  the  Boards  priority?  For  the  period  1948  to  the  present,  describe 
Board  actions  designed  to  prevent  carrier  bankruptcy. 

19.  Does  the  Board  have  a  formal  policy  against  entry  by  a  new 
trunkline?  How  many  applications  for  trunkline  service  made  by 
non-trunkline  carriers  has  the  Board  received  since  1950?  On  how 
many  such  applications  did  the  Board  hold  hearings?  What  was  the 
disposition  of  each  such  application?  What  were  the  dates  of  filing 
and  disposition  for  each  such  application? 

20.  Why  have  no  major  trunk  carriers  entered  the  industry  since 
1938?  Why  have  none  of  the  original  1938  trunk  carriers  gone 
bankrupt?  How  does  this  record  compare  with  that  of  firms  in 
other  large  unregulated  industries? 

21.  What  are  the  passenger  mile  costs  (by  carrier)  in  the  following 
markets:  San   Francisco/Hawaii;   New  York/HawaiJ ;   San  Francisco/ 
Mew  York;   and  Now  York/Puerto  Rico?  What  are  the  load  factors 

(by  carrier)  in  each  of  those  markets? 

22.  Please  provide  a  formula  that  relates  average  cost  per 
passenger  mile  to  average  load  factor.   If  this  cannot  be  provided, 
then  describe  what  would  hapocn  to  passenger  mile  costs  if  load 
factors  increased   to  60%,   To  65%.   To  70%. 

23.  Wliat  value  of  passenger  tune  per  hour  of  delay  is  implicit  in  the 
present  airline  fare  structure?  To  vmat  extent  has  the  CAB,  in 
setting  nolicv,  taken  into  account  recent  academic  studies  of  this 
matter  or  its  own  comparable  studies? 

24.  In  the  case  of  an  applicition  for  new  entry,  docs  an 
applicant's  intent  or  desire  t'-  charge  lower  farer.  than  existing 
carriers  count  as  a  factor  in  iavor  of  his  application?   List 

cases  in  which  this  is  so.   D^'cs  it  count  as  a  factor  against  his  appLJ 
cation?   List  cases  in  which  this  is  so. 
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25.  List  any  cases  in  which  Lhe  CAB  permitted  entry  in  part  in  order  to 
encourage  the  airlines  to  fi'.e  for  Jower  fares. 

26.  Please  list  those  route  purchas.e  or  exchange  arrangements  that  the 
CAB  has  approved.  Will  such  arrangements  not  lead  to  higher  fares 
due  to  the  airlines  need  to  cover  purchase  costs?  Will  it.b(ii3d  up  a 
vested  interest  on  that  route  in  freedom  from  competition?  Why  has 

the  CAB  not,  instead,  simply  allowed  airlines  wishing  to-'enter  a  new  routi 
permission  to  do  so?   Does  it  recognize  a  vested  or  ownership  interest 
in  a  route  on  the  part  of  the  selling  carrier? 

27.  V^hy  has  the  CAB  not  withdrawn  its  permission  for  the  airlines  to 
enter  into  capacity  restriction  agreements  now  that  the  fuel  shortage 
has  eased? 

20.   Are  carriers  making  a  "reasonable"  rate  of  return  as  specified 
in  the  DPFI?  If  so,  is  the  Board  still  interested  in  increasing 
carrier  profitability?  If  not,  please  provide  figures  showing  the 
difference  between  the  allowed  "reasonable "rate  and  the  actual  rate. 
Does  the  Board  consider  the  "reasonable  rate"  as  a  "guaranteed"  rate? 
If  so,  why?   If  not,  why  not? 

29.  Please  list  all  applications  by  any  scheduled  airline  to  serve  any 
of  the  one  hui-.dred  largest  markets  made  within  the  past  ten  years. 
Describe  the  procedural  history  of  each  such  application,  indicating  the 
amount  of  time  elapsed  from  the  point  of  filing  to  the  point  of  dis- 
position. What  docket  was  it  placed  upon?  Were  hearings  held?  What 
disposition  was  made  of  the  application?  Indicate  any  such  applications 
that  were  dismissed  as  stale,  along  with  dates  of  dismissal. 

30.  Does  the  Board  favor  competitive  bidding  as  a  means  for  providing 
air  service  in  areas  of  low  traffic  density?  If  not,  has  its  position 
on  the  matter  changed?  Why? 

31.  Please  provide  us  with  the  following  information  insofar  as  it  is 
available  to  you:   the  occupations,  for  a  period  cjf  five  years  following 
employment  with  the  Board,  of  Board  members,  Bureau  Directors,  and 
Members'  administrative  assistants.   If  such  persons  are  now  practicing 
law,  please  state  whether  airlines  are  among  their  clients. 

3-^   Please  describe  the  Board's  policies  concerning  the  acceptance 
of  transportation,  gratuities,  hospitality,  or  favors  from  regulated 
firms  by  Board  members  and  Board  employees, 

33.   Please  provide  resumes  of  your  Administrative  Law  Judges, 
indicating  what  training  in  oconimics  they  have  had. 
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34..  Please  provide  a  statement  showing  how  the  CAB 's  budget 
has  been  spent  each  year  for  th3  past  ten  years.   Insofar  as 
possible  break  down   the  categories  by  specific  function. 
In  particul'ir,  indicate  the  amount  of  funds  spent  on  different 
sorts  of  enforcement  and  consumer  protection  activity.   Indicate 
how  much  money  is  spent  on  each  of  the  following  activities: 

a)  preventing  violations  of  the  rules  governing  charters; 

b)  preventing  overcharges  on  scheduled  flights;   c)  preventihg' 
violations  of  the  rules  governing  "bumping";   d)  other  rule 
violations  (specify);  e)  other-  consumer  protection  activities  (specify) 

35.  Describe  how  Board  decisions  are  made  available  to  the 
general  public.   Append  a  list  of  libraries  subscribing  to  CAB 
reports.   Are  the  printed  volumes  of  decisions  kept  up  to  date? 
What  indicies  are  prepared  of  the  decisions?   (Please  enclose  a 
copy  of  a  typical  index) 

36.  Are  all  traffic  and  service  data  reported  to  the  Board  made 
available  to  the  public?  T.j  the  airlines?  If  there  is  a  difference, 
explain  its  justification. 

37.  Please  indicate  how  much  of  the  Board's  hearing  budget  has 
been  spent  each  year  for  the  past  ten  years  on  eacli  category 

of  its  priorities  for  hearings.   List  the  categories. 

38.  Has  the  Board  conducted  any  surveys  to  determine  the  extent 
to  v;hich  passengers  are  aware  of  limitation  on  carriers  baggage 
liability? 

39.  List  the  number  of  complaints  about  bumping  received  by  the 
CAB  last  year.  What  stops  h-is  the  CAB  taken  to  make  certain  that 
airlines  follow  proper  bumping  rules? 

40.  What  steps  has  the  Board  taken  to  make  cerfiin  that  the 
airlines  do  not  overcharge? 

41.  We  have  enclosed  sertijus  of  a  questionnaire  sent  to  the 
airlines.   Please  answer  th:'se  questions  (in  respect;  to  domestic 
flights)  for  which  you  have  information   available.  (Attached) 

42.  Describe  the  procedures  used  to  bring  cunr.uiner  complaints  to 
the  attention  of  the  Board  «)  when  th;y  concern  a  matter  currently 
the  subject  of  a  Board  proceeding;   b)  in  other  instances. 

43.  When  rlid  ihe  Board  oi'  its  staff  first  become  -jware  of  air 
Europe's  intention  to  serve  the  Ti juana -Luxembourg  market?  Were 
any  staff  opinions  or  memoranda  pre|)ared  regarding  the  legality  c^r 
desirability  of  this  operation?  If  so,  please  sui.ipLy  copies. 


44.  Did  any  member  of  the  Board  or  st.<iff  communicate  directly 

or  indirectly  concerning  the  Air  Europe  operation  with  members  of 
the  press?  If  so,  .who,  and  when?  Did  ^ny  member  of  the  Board  or 
staff  communicate  directly  or  indirectJ.y  concerning  the  legality 
of  the  Air  Europe  operation  with  the  press?  With  Air  Europr?  If 
so,  what  was  communicated  anrJ  on  what  legal  analysis  was  it  based? 

45.  What  communications  or  contact  did  the  Board,  its  members  or 
staff  have  on  this  question  with  any  air  carrier  or  the  representative 
or  agent  of  any  air  carrier?  ,^ 

46.  VJas  any  formal  or  informal  notification  made  to  Air  Europe 
ur  its  travel  agents  regarding  the  Board's  position  on  the 
proposed  operation? 

47.  What  contacts  were  made  between  the  Board  cind  the  FAA 
.regarding  Air  Europe's  refueUng   or  overflight  rights  in  the 

U.S.?  Please  supply  copies  of  all  written  communications. 

48.  Did  any  member  of  the  Board  or  its  staff  communicate  directly 
or  indirectly  to  the  press  the  possibility  that  mc-.rshalls  might  be 
placed  aboard  Air  Europe  flights  to  force  them  down  in  the  U.S.? 
Was  such  a  plan  ever  considered?  Is  there  any  written  reference 
at  the  Board  to  such  a  plan?  If  so,  please  supply  copies. 

49.  In  the  Board's  opinion,  would  it  be  legal  or  desirable  to 
restrict  the  overflights  of  Air  Europe  operations  from  Tijuana 

to  Luxembourg?  Could  or  should  any  enforcement  action  that  might 
be  taken  include  forcing  aircraft  on  such  overflight  to  land  by 
use  of  armed  marshalls? 

50.  Is  there  now  any  outstanding  proposed  rulemaking  concerning 
CAB  authority  or  jurisdiction  in  cases  of  overflights  of  U.S. 
air  space  and/or  refueling  on  U.S.  territory  of  flights  departing 
from  and  terminating  in  points  outside  the  United  States? 

51.  With  regard  to  any  proposed  rulemakings  described  in  question  38, 
what  communications  have  occurred  between  the  Board,  its  members 

or  staff,  on  the  one  hand,  and  any  air  cnrrier  or  its  representatives 
or  agents,  on  the  other,  that  are  not  rerorded  in  the  docket? 


GENERAL  INSTRUCTIONS; 


1.  Please  identify  docket  numbers  where  appropriate. 

2.  Many  of  the  questions  call  for  a  compilation  of  a  large 
amount  of  information.   In  such  cases  please  rastrict  your 
answer,  so  that  it  deals  with  only  the  top  100  markets. 

3.  Please  indicate  which  information  you  wish  treated  as 
confidential  (to  be  released  only  as  part  of  a  statistical 
compilation  from  which  individual  companies  cannot  be 
identified) . 


CAB  RESPONSES  TO  THE  QUESTIONNAIRE 

1.  List  all  fare  increases  (and  amounts)  granted  to  passenger 
airlines  within  the  last  five  years. 

2.  List  all  fare  decreases  (and  amounts)  granted  to  passenger 
airlines  -  domestic  and  foreign  -  within  the  past  five  years. 

Data  responsive  to  information  requests  1)  and  2)  are  contained 
in  schedules  1,  2  and  3.   Because  of  the  myriad  of  individual  fares 
filed  by  the  carriers  during  the  five  year  period -covered  in  the 
request,  changes  in  normal  fares  have  been  summarized  by  region  in 
schedule  1.   Fare  changes  have  been  identified  in  terms  of  percentage 
change. 

Changes  in  discount  fares  have  been  listed  for  major  fare  categories 
in  a  like  manner  in  schedule  2,  while  schedule  3  provides  a  detailed 
evaluation  of  changes  (both  increases  and  decreases)  which  have  taken 
place  during  the  five  year  period  1970  -  1974,  inclusive. 


General  Increases  In  Passengers  Fares 
1969-1974 

Schedule  1 

(Respons 

e  to  Questions 

1  &  2) 





General  Fare 

Increases 

._ 

Effec 
1969 

tive  Date 
"Feb  19" 
Mar 

Apr  15 
Oct  1 

Continental 
United  States 
37807. 

4.257o 

States- 
Alaska 

$10.00  2/ 

Mainland- 
Hawaii 

Intra-     Mainland- 
Alaska     Puerto  Rico 

$6.00  U 

1970 

Jan  1 
Jun  1 
Jul  1 
Oct  15 

0.707, 

4.0-9.07, 

$15.00r4/ 

4.0-6.07,  3/ 
5.0-12.07, 

1971 

May  7 
May  15 
May  15 

6.00% 

$5.00  5/ 
10.007,  6/ 

1972 

Apr 
Sep  15 
Dec 

2.70% 

3.007, 
6.007, 

1973 

Jun  1 
Sep  1 
Dec  1 

5.007, 

5.007, 

8.007, 

5.007, 
5 .  507, 

1974 

Mar  1 
Apr  16 
Apr  22 
Jun-Jul 
Sep  20 
Nov  1 
Nov  15 

6.007, 
4.007, 

5.507, 

6.007, 

5.507, 

10.007, 

5 .  007, 

8.007, 

1/  Increase  in  one-way  2nd  and  3rd  class  fares. 

2l  Increase  in  one-way  night  coach  fares. 

2/  Increase  in  first  class  fares. 

4/  Increase  in  normal  one-way  fares.   The  increase,  plus  the  Mar.  1969  fare  increase 

in  2nd  and  3rd  class  fares  equaled  187,. 

5^/  Increase  2nd  class  fares. 

6/  Increase  in  West  Coast  -  Hawaii  fares. 


Discount  Fare  Relationship  To  Normal  Coach  Fares 
Five  Year  Period  1970-1974 


(Respon: 

se  to  Ques 

tTons  1  & 

2)' 

Percent  Of  Discount  From 

Normal  Fares 

Discount  Fare 
Discover  America  1_/ 

1970 
207o 

1971 
12%Z  2/ 

1972 

1973 
12V/o 

1974 

'tl 

Youth  -  Reservation 

20 

20 

20 

•  20 

- 

5/ 

-  Standby 

40 

33-1/3 

33-1/3 

33-1/3 

- 

5/ 

Military  -  Reservation 

33-1/3 

33-1/3 

33-1/3 

33-1/3 

25 

Standby 

50 

50 

50 

50 

- 

6/ 

Family  Plan 
Spouse  "Ij 

33-1/3 

25 

25 

25 

- 

5/ 

Accompanying  Children 

2-11 

12-21 

50 
33-1/3 

33-1/3 
25 

33-1/3 
25 

33-1/3 
25 

- 

5/ 
5/ 

j_V^.ldk»».'v   C»-*- 

V3  /.. 

'**we 

' 

IT  Subject  to  various  blackout  periods  and  return  limits 

y  Markets  over  1500  miles  only. 

y  Family  Plan  blackout  to/from  Fla.  during  peak  winter  season 

Dec.  1,  1970  -  April  30,  1971. 

4/  Fare  cancelled  effective  June  8,  1974. 

5^/  Fare  cancelled  effective  June  1,  1974. 

6/  Fare  phased  out  commencing  with  May  16,  1974  through  June  1974. 
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QUESTIONNAIRE  TO  THE  CAB  FROM 
SENATOR  EDWARD  M.  KENNEDY 


Question  1. (b) 

Starting  with  calendar  year  1970  and  for  each  year  thereafter  through 
12  months  ended  September  30,  1974,  show  the  average  yield  per  passenger- 
mile,  and  related  index,  for  all  domestic  services  and  for  international  and 
territorial  services  broken  down  as  follows:   Atlantic,  Latin  American,  and 
Pacific;  show  the  consumer  price  index;  and  s';iow  the  system  rate  of  return 
on  investment  for  each  carrier  in  the  domestic  trunks  plus  Pan  American  and 
in  the  local  service  groups. 


The  attached  page  one  contains  the  applicable  rates  of  return  on  invest- 
ment.  Page  two  contains  yield  per  revenue  passenger-mile  and  index  numbers 
relative  to  the  yields  and  to  the  Consumer  Price  Index. 
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Attachment 
Page  1  of  2 

Question  1  (b) 


RATE  OF  RETURN  ON  INVESTMENT,  SYSTEM  OPERATIONS 

DOMESTIC  TRUNKS  PLUS  PAN  AMERICAN  AND  LOCAL  SERVICE  CARRIERS 

YEARS  1970-74 


Carriers 

Domestic  trunks  plus  Pan  American 

American 

Branif f 

Continental 

Delta 

Eastern 

National 

Northeast 

Northwest 

Pan  American 

Trans  World 

United 

Western 

Local  service 

Allegheny 

Frontier 

Hughes  dba  Air  West 

Mohawk 

North  Central 

Ozark 

Piedmont 

Southern 

Texas  International 


Percent 

1970 

1971 

1972 

1973 

1974 

2.10 

3.57 

5.46 

5.62 

7.45 

0.33 

3.39 

3.35 

-0.90 

4.15 

4.15 

7.02 

9.68 

11.70 

12.35 

5.85 

6.76 

6.51 

6.64 

9.95 

10.59 

8.00 

12.10 

15.97 

17.85 

5.21 

4.39 

5.66 

-0.01 

4.76 

-  1.17 

6.68 

9.55 

10.18 

- 

-20.07 

-76.26 

1.54 

- 

- 

5.38 

3.14 

4.61 

9.57 

11.92 

0.77 

1.51 

1.70 

2.43 

- 

-  2.98 

2.96 

7.41 

7.69 

4.38 

0.61 

2.42 

4.84 

6.34 

9.16 

5.02 

5.40 

8.47 

12.29 

14.22 

-  1.26 

4.98 

7.10 

8.98 

14.34 

8.17 

5.21 

8.40 

8.84 

11.78 

0.66 

2.72 

20.07 

12.24 

25.32 

-21.89 

-  6.46 

3.56 

6.87 

12.30 

-  5.18 

5.26 

-44.67 

- 

- 

8.88 

6.86 

14.04 

12.17 

13.87 

2.50 

12.47 

8.89 

3.98 

12,65 

2.49 

6.64 

9.89 

9.50 

14.06 

-  5.94 

2.75 

12.15 

9.09 

20.70 

-  7.60 

-  3.87 

3.91 

10.14 

14.12 

Rates  of  return  for  the  years  1970  and  1971  are  based  on  operating 

investment;  subsequent  years  are  based  on  corporate  investment. 

Rates  of  return  for  1974  are  for  the  12  months  ended  September  30, 

1974. 

Northeast  was  merged  with  Delta  on  August  1,  1972, 

Mohawk  was  merged  with  Allegheny  on  April  12,  1972, 
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Attachment 
Page  2  of  2 

Question  1(b) 


AVERAGE   YIELD   PER  REVENUE   PASSENGER-MILE,    SCHEDULED   SERVICE 
AND  CONSUMER  PRICE    INDEX,    YEARS    1970-74 


Yie 

:ld  (cents) 

1970 

1971 

1972 

1973 

1974*- 

Total  domestic 

6.00 

6.33 

6.40 

6.63 

7.28 

Total  international 

5.01 

5.08 

4.98 

5.32 

6.05 

Atlantic 

4.90 

4.96 

4.77 

5.12 

6.10 

Latin  American 

5.10 

5,26 

5.32 

5.57 

6.12 

Pacific 

5.10 

5.03 

Index 

4.92 
(1970=100.0 

5.35 

) 

5.82 

Total  domestic 

100.0 

105.5 

106.7 

110.5 

121.3 

Total  international 

100.0 

101.4 

99.4 

106.2 

120.8 

Atlantic 

100.0 

101.2 

97.4 

104.5 

124.5 

Latin  American 

100.0 

103.1 

104.3 

109.2 

120.0 

Pacific 

100.0 

98.6 

96.5 

104.9 

114.1 

Consumer  Price   Index 


"   Represents   12  months   ended  September   30. 
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Questions  #1  and  #2  as  they  relate  to  international  fares.   Inter- 
national fares  are  negotiated  by  the  members  of  the  International  Air 
Transport  Association  and  implemented  upon  the  approval  of  the  agree- 
ments by  the  concerned  governments.   As  such  the  fares,  to  and  froai 
countries  in  a  given  lATA  market  area,  have  a  constant  relationship  to 
each  other.   We  have  therefore  responded  to  the  questions  by  comparing  fares 
in  selected  markets  which  are  indicative  of  fares  within  a  given  area 
as  follows: 


Market  Area 

Europe 

North/Central  Pacific 

Mexico 

Central  America 

Caribbean 

South  America 

South  Pacific 

Rather  than  to  list  all  of  the  available  fares  in  each  market 
area  which  includes  in  most  cases  group  inclusive  tour  fares  and 
affinity  group  fares,  we  have  listed  only  the  fares  available  for 
individual  travel,  which  are  used  by  the  vast  majority  of 
travelers . 


Representative  City  Pair 
New  York  -  London 
Los  Angeles  -  Tokyo 
New  York  -  Mexico  City 
Miami  -  Guatemala  City 
New  York  -  Caracas 
New  York  -  Buenos  Aires 
Los  Angeles  -  Sydney 
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Response  to  Kennedy  Questionnaire 


3.   Explain  in  some  detail,  how  the  CAB  sets  or  approves  rates.   Do 
Board  members  or  staff  ever  meet  formally  or  informally  with 
representatives  of  the  airlines  to  discuss  fare  policy?   Did  such 
meetings  take  place  prior  to  the  Moss  decision? 


Answer:   In  accordance  with  the  requirements  of  sections  403(a) 
and  (c)  of  the  Federal  Aviation  Act  of  1958,  and  the  Board's  regulations 
issued  pursuant  thereto  in  14   CFR  Part  221,  rates  are  initiated  by  the 
filing  of  tariffs  by  the  carriers.   If  an  air  carrier  or  foreign  air 
carrier  desires  to  change  an  effective  tariff  for  air- transportation 
rates  or  related  rules,  it  must  file,  post,  and  publish  the  proposed 
tariff  change.   For  example,  116,146  pages,  containing  hundreds  of 
thousands  of  such  tariff  changes,  were  filed  with  the  Board  in  fiscal 
year  1974.   The  staff  of  the  Board's  Bureau  of  Economics  reviews  and 
analyzes  these  proposals,  as  well  as  any  complaints  that  may  have  been 
filed,  in  accordance  with  economic  principles,  the  legal  requirements 
of  the  Act,  judicial  precedent  and  established  Board  standprHs. 
On  the  basis  of  Its  analysis,  the  staff  sends  to  the  Board  a  recommen- 
dation for  disposition  of  the  matter  within  the  30-day  period  permitted 
by  the  Act. 

If  the  Board  finds  that  a  tariff  proposal  may  be  unjust  or  unrea- 
sonable, unjustly  discriminatory,  or  unduly  preferential  or  prejudicial, 
within  the  meaning  of  section  404  of  the  Act,  it  issues  an  order  pursuant 
complaint  or  on  its  own  initiative  under  section  1002  of  the  Act 
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instituting  a  formal  investigation,  and  may  or  may  not  suspend  the 
proposal  under  section  1002(g)  or  (j)  of  the  Act  pending  investigation. 
If  the  Board  finds  that  the  proposal  does  not  warrant  investigation, 
the  proposal  is  permitted  to  become  effective,  and  any  complaints  that 
may  have  been  filed  are  dismissed  by  order  of  the  Board.   Proposed  sus- 
pension orders  involving  foreign  air  transportation  are  subject  to 
disapproval  by  the  President  upon  the  bases  and  within  the  time 
prescribed  by  section  801(b)  of  the  Act. 

Formal  investigations  are  conducted  by  Administrative  Law  Judges 
and  are  governed  by  the  procedural  requirements  of  the  Administrative 
Procedure  Act  and  the  Board's  procedural  regulations  (14  CFR  Part  302). 
Initial  Decisions  issued  by  the  Judges  after  full  evidentiary  hearing 
procedures  are  appealable  to  the  Board,   If  the  Board  determines  to 
review  an  initial  decision,  the  parties,  file  briefs  with  and  partici- 
pate in  oral  argument  before  the  Board.   The  Board  may  prescribe  lawful 
rates  or  rules  only  after  such  formal  hearing  procedures  and  in  accord- 
ance with  the  standards  and  limitations  of  the  Federal  Aviation  Act 
(sections  1002(d),  (e) ,  (f),  (h) ,  (i),  and  (j)).   In  overseas  air 
transportation,  the  Board  may  only  prescribe  maximum  and/or  minimum 
rates,  and  in  foreign  air  transportation  it  may  only  order  the  removal 
of  unjust  discrimination  or  undue  preference  or  prejudice  or  order 
cancellation  of  unreasonable  rates  or-  rules.   The  Board's  final  decisions 
are  subject  to  petitions  for  reconsideration  and  to  review  by  the  United 
States  Courts  of  Appeal  under  Section  1006  of  the  Act. 
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Any  agreements  reached  by  the  International  Air  Transportation 
Association  must  be  approved  by  the  Board  under  section  412  of  the 
Act  before  tariffs  embodying  such  agreed  rates  or  rules  applicable  to 
foreign  air  transportation  may  be  filed. 

The  foregoing  applies  to  rates  and  rules  refating  to  air  transpor- 
tation of  commercial  passengers,  baggage,  freight,  and  express.   Other 
procedures  are  followed  with  respect  to  "government"  rates;  i.e., 
military,  service  mail,  and  subsidy  rates.   For  a  number  of  years, 
the  Board  has  employed  tariff-exemption  and  rule-making  procedures 
under  section  416(b)  of  the  Act  and  the  Administrative  Procedure  Act 
to  establish  minimum  rates  for  the  transportation  of  military  personnel 
and  equipment.   Rates  for  the  air  transportation  of  mail  and  subsidy 
rates  are  established  in  accordance  with  the  provisions  of  section  406 
of  the  Federal  Aviation  Act  and  the  Board's  regulations  in  14  CFR  Part 
302. 

The  Board  Members  and  staff  do  not  meet  formally  or  informally 
with  airline  representatives  or  others  to  discuss  fare  matters 
pending  for  decision  except  in  public  proceedings  pursuant  to  the 


procedures  of  the  Federal  Aviation  Act  and  the  Administrative 
Procedure  Act  in  formal  cases.   Board  Members  and  staff  discuss 


and  interpret  general  fare  policy  with  any  interested  mf^mhpr  of 
the  public  and  regard  that  as  part  of  their  duty  to  be  responsive 
to  the  public  on  matters  of  general  interest,  as  well  as  a 
necessary  means  of  informing  themselves  on  carrier  plans  and 
operations  and  consumer  needs. 


II 
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CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 
November  25,  1974 

Statement  of  Chairman  Robert  D.  Timra, 
Vice  Chairman  Whitney  Gillilland,  and  Member  Richard  J.  O'Mella 

Concerning  the  Four  Percent  Domestic  Passenger 
Fare  Increase  Effective  November  15.  1974 


Application  of  the  standards  established  by  the  Board  in  the 
Domestic  Passenger  Fare  Investigation  to  the  domestic  trunkllnes'  most 
recent  financial  results,  and  consideration  of  the  rapid  rise  in  the 
airlines'  costs  of  doing  business,  demonstrate  that  the  four  percent 
Increase  in  48-state  domestic  passenger  fares  is  fully  justified  for  the 
Interim  period  ahead. 

The  application  of  DPFI  rate-making  standards  Involves  the  restate- 
ment of  the  domestic  trunkllnes'  financial  results,  as  reported  on 
Form  41,  to  reflect  the  depreciation  policies  adopted  by  the  Board  for 
rate-making  purposes,  to  exclude  from  reported  investment  those  Items 
not  used  and  useful  in  air  transportation  operations,  to  apply  the  air- 
craft seating  and  load  factor  standards  set  by  the  Board,  and  to  exclude 
the  adverse  effect  on  yield  and  revenues  of  theyouth,  family,  and  Discover 
America  fare  traffic  carried  In  fiscal  year  1974. 

This  is  essentially  the  same  process  relied  on  by  the  Board  In 

Order  73-11-93  of  November  20,  1973,  which  dealt  with  carrier  proposals 

1/ 
to  raise  domestic  fares  on  December  1,  1973.   Appendix  I  describes  In  , 

detail  this  process  of  restating  reported  financial  results  to  reflect 

rate-making  standards. 


1/       The  1973  analysis  relied  upon  the  pre-1975  seating  standards  while 
the  current  review  employs  the  higher  1973  standards. 
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Although  the  Board's  treatment  of  discount  fares  in  the 
present  situation  is  identical  to  the  approach  followed  in 
Order  73-11-93,  a  view  has  been  advanced  that  the  carriers' 
reported  financial  results  should  be  further  restated  or  adjusted 
to  exclude  all  discount  fares  and  traffic  on  the  grounds  that  this 
is  required  by  the  Board's  decision  in  Phase  5  of  the  DPFl.   While 
the  thrust  of  the  Phase  5  decision  is  to  establish  normal  coach 
fares  as  if  there  were  no  discount  fares  and  traffic,  general 
policy  does  not  require  the  exclusion  of  all  such  traffic  and 
revenues  at  this  time. 

The  methodology  followed  in  Order  73-11-93,  as  well  as  in 
the  instant  situation,  provides  for  the  exclusion  of  the  youth, 
family,  and  Discover  America  fares, traffic, and  revenues.   This 
is  appropriate  since  the  decision  in  Phase  5  provided  for  the 
gradual  phase-out  of  those  fares,  and  in  fact,  those  fares  were 
cancelled  in  June  of  this  year. 

The  appropriate  treatment  for  rate-making  purposes  of  the 
remaining  discount  fares,  however,  remains  to  be  decided.   Their 
exclusion  on  a  one-time  basis  impacts  heavily  on  the  regulatory 
rate  of  return  on  investment  and  as  such  may  not  be  a  reasonable 
result.   In  Order  73-9-108,  these  matters  were  discussed  and  it 
was  noted  that  a  more  gradual  approach  to  full  implementation  of 
the  Phase  5  decision  would  be  consistent  with  the  phased  cancellation 
of  the  unlawful  discount  fares  and  the  phased  approach  to  the 
55  percent  load  factor  standard.   The  Board  also  stated  in  that 
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order  that  it  would  therefore  undertake  a  rule-making  proceeding 
concerning  the  manner  of  effectuating  the  Phase  5  principles  in  which  all 
concerned  could  participate  and  present  their  views.   It  would  be  inappro- 
priate for  the  Board,  without  having  had  the  benefit  of  that  rule-making 

proceeding,  to  suddenly  adopt  a  policy  of  full  and  immediate  application 

2/ 
of  the  Phase  5  economic  principles  to  the  remaining  discount  fares. 

In  evaluating  the  air  carriers'  need  for  a  fare  increase  for  future 
periods,  the  Board  obviously  cannot  rely  solely  upon  historical  financial 
results.   On  the  contrary,  the  Board  must  give  appropriate  weight  to  the 
rapidly  rising  costs  of  doing  business  in  air  transportation.   For 
example,  total  operating  expenses  in  passenger  service  per  available 
seat-mile,  net  of  productivity  gains,  rose  by  10.91  percent  in  fiscal 
year  1974  as  compared  with  fiscal  year  1973.   Obviously,  the  very  sharp 
increases  in  fuel  costs  contributed  to  that  increase.   On  the  average, 
the  trunklines'  fuel  costs  rose  by  35  percent  in  fiscal  year  1974.   How- 
ever, non-fuel  costs  per  seat-mile  also  rose  by  a  very  substantial 
7.9  percent.   Some  indication  of  the  accelerating  trend  is  rc/ealed  by  a 
comparison  of  the  June  quarter  of  1974  with  the  June  quarter  1973.   Total 
operating  expenses  per  available  ton-mile  increased  by  more  than  25  per- 
cent  in  the  1974  quarter  as  compared  to  the  1973  quarter. 


21        It  is  also  asserted  that  the  Board's  analysis  of  the  trunklines' 

revenue  requirements  failed  to  take  into  account  already  increased, 
or  discontinued,  discount  fares,  although  no  data  are  furnished  in 
support  of  this  contention.   In  fact,  our  analysis  gives  full  account 
to  the  recent  cancellation  of  the  youth,  family,  and  Discover  America 
fares  as  well  as  the  general  fare  increases  effective  December  1,  1973 
and  April  16,  1974.   These  factors  account  for  the  vast  majority  of 
experienced  ^1^1"^  increases  and  the  impact  of  other  fare  changes 
occurring  dutit^g  fiscal  1974  would  be  minimal. 

3/   For  the  50-state  operations  of  the  trunklines  and  Pan  American. 
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In  review  of  the  instant  tariff  proposals,  the  10.91  percent  cost 
increase,  based  on  the  comparison  of  operating  cost  per  seat-mile  in  the 
two  fiscal  years,  was  relied  upon.   It  is  true  that  the  unit  cost  in 
fiscal  year  1974  may  be  slightly  overstated  because  of  service  cut  backs 
related  to  the  fuel  shortage  in  the  first  half  of  1974  which  had  the 

effect  of  reducing  aircraft  utilization  from  levels  achieved  in  earlier 

it./ 
periods.   Domestic  trunkline  aircraft  utilization  declined  about 

5/ 
4.7  percent  in  fiscal  year  1974  as  compared  with  the  prior  fiscal  year. 

The  impact  on  unit  costs,  however,  is  much  less,  being  confined  largely 

to  aircraft  depreciation  and  insurance  expenses.   Assuming,  for  purposes 

of  consideration,  that  7.59  hours  is  the  lowest  reasonable  level  of 

aircraft  utilization  and  that  7.23  hours  is  unreasonably  low--propositions 

which  clearly  have  not  been  established--it  is  estimated  that  approximately 

$37.6  million  of  depreciation  and  insurance  expenses  would  be  disallowed 

in  fiscal  year  1974.   This  represents  0.49  percent  of  total  operating 

expenses  and  has  the  effect  of  reducing  the  10.91  percent  figure  to 

6/ 
10.38  percent. 


4/   The  minority  statement  seeks  to  leave  the  impression  that  "current" 
cost  levels  (i.e.,  fiscal  1974  unit  costs  increased  by  10.91  percent) 
are  overstated  by  21  percent.   This  is  a  gross  exaggeration  with  no 
basts  in  fact.  Any 'bverstatement"  is  a  token  one  percent. 

5/   From  7.59  hours  per  day  in  fiscal  1973  to  7.23  hours  in  fiscal  1974. 

6/       With  respect  to  the  similar  contention  that  aircraft  temporarily 

grounded  during  the  first  and  second  quarters  of  1974  as  a  consequence 
of  the  fuel  shortage  should  be  removed  from  the  investment  base,  it 
may  be  noted  that  most  such  aircraft  have  been  returned  to  revenue 
service.   In  any  event,  the  Impact  of  the  groundings  on  unit  costs 
is  substantially  less  than  the  effect  of  the  drop  in  utilization  and 
appears  to  be  negligible. 


46 


Any  suggestion  that  the  relatively  smaller  increases  in  fuel 

prices  per  gallon  experienced  in  recent  months  should  be  taken  as 

evidence  that  the  10.91  percent  is  substantially  overstated  as  an 

indicator  of  future  cost  levels  or  that  fuel  cost  increases  are 

already  covered  in  the  six  percent  fare  increase  permitted  in  April  1974 

7/ 
cannot  be  agreed  to.    As  earlier  noted,  the  carriers'  fuel  costs  rose 

by  35  percent  from  fiscal  1973  to  fiscal  1974.   However,  this  increase 

does  not  fully  reflect  current  fuel  cost  levels  since  the  sharp  increase 

did  not  take  place  until  about  the  middle  of  fiscal  year  1974. 


TJ       As  a  matter  of  fact,  domestic  fuel  prices  in  September  1974 
(24.011  cents  per  gallon)  were  already  15  percent  above  the 
April  1974  level  (20.883  cents)  when  the  six  percent  fare 
increase  was  permitted  to  pass  through  the  extraordinary  fuel 
cost  increases  which  had  been  experienced  up  to  that  time. 
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Even  if  it  is  assumed  that  fuel  prices  during  the  remainder  of  fiscal 
year  1975  would  continue  to  rise  by  only  the  2.13  percent  per  month 
experienced  during  the  third  quartfer  of  this  year,  fiscal  year  1975  fuel 
costs  would  be  58.2  percent  above  the  fiscal  year  1974  average.  This 
rate  of  increase  is  obviously  substantially  above  the  35  percent  increase 
inherent  in  the  cost  increase  factor  of  10.91  percent  applied  for  purposes 
of  this  fare  analysis. 

The  non-fuel  cost  increase  elemeht  of  the  10.91  percent  overall  cost 
increase  is  7.9  percent.  If  the  rationale  concerning  aircraft  utilization 
discussed  above  is  accepted,  that  figure  may  be  modified  to  7.31  percent, 
which  is  still  a  very  substantial  rate  of  increase.  If  the  7.31  is  com- 
bined with  the  58.2  percent  factor  for  fuel,  an  overall  cost  increase 
factor  of  12.86  percent  is  produced.  It  can  only  be  concluded  that  the 
overall  cost  increase  factor  relied  upon  by  the  Board  (10.91  percent) 
is  realistic  and  conservative. 

To  complete  the  record,  however,  an  alternative  calculation  of 
the  regulatory  return  on  InvestWftnt  has  been  ttade  similar  to  those  set 
forth  in  Attachment  C  of  Notation  Memorandum  4851,  as  shown  in  Appendix 
II  hereto.  The  alternative  calculation  reflects  the  cost  increase 
factor  (12.86  percent)  described  4beve  as  reflecting  exclusion  of  aircraft 
depreciation  and  insurance  costs  related  to  the  decline  in  aircraft  utili- 


8/  Investment  in  flight  equipment  and  related  interest  expense  are  also 
reduced  appropriately. 
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The  calculation  reflects  inclusion  of  the  proposed  four  percent  fare 
increase^   The  resulting  return  on  investment  of  11.4  percent  remains 
moderately  below  the  Board's  12  percent  rate  of  return  standard. 

Moreover,  it  must  be  observed  that  in  the  final  analysis  the 
proposed  fares  were  not  to  be  effective  during  some  period  now  past  but, 
rather,  in  the  future  and,  accordingly,  future  economic  circumstances 
cannot  be  ignored.   The  mirtority  cites  several  respects  in  which  our 
analysis  is  said  to  overstate  operating  costs  and  earnings.   In  our 
judgment  any  such  potential  overstatement  is  minor.   Nowhere,  however, 
does  the  minority  consider  other  factors  which  may  have  the  effect  of 
increasing  costs  and  reducing  the  industry's  earnings'  level.   For 
example,  recent  history  suggests  that  the  industry's  unit  costs  are  not 
just  rising  but  that  they  are  rising  at  an  increasing  rate.  The  fol- 
lowing table  shows  the  unit  cost  escalation  factors  on  a  12  month 
moving  average  basis  for  the  past  year.   The  rising  rate  of  increase 
is  all  too  clear. 

Increase  in  Passenger 
Twelve  Months  Operating  Expense 

Ended  Per  Available  Seat-Mile 

June  1973  vs.  June  1972  4.74% 

Sept.  1973  vs.  Sept.  1972  4.82 

Dec.  1973  vs.  Dec.  1972  5.19 

Mar.  1974  vs.  Mar.  1973  6.54 

June  1974  vs.  June  1973  10.91 

Neither  can  the  soft  traffic  growth  prospects  of  domestic  trunklines 

be  ignored  in  this  regard  since  an  increasing  traffic  volume  provides  a 

cushion  to  absorb  some  of  the  increased  costs  of  doing  business. 
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Conversely,  rising  costs  of  wages,  materials,  rentals,  etc.  directly  impact 
unit  costs  without  the  cushioning  effect  of  traffic  growth.   The  expected 
deepening  of  the  present  economic  recession  cannot  fail  to  adversely  affect 
the  volume  and  growth  of  air  travel  in  the  first  half  of  1975.   Suffice  it 
to  say,  we  are  satisfied  that  our  analysis  does  not  overstate  prospective 
domestic  industry  earnings  including  the  impact  of  the  four  percent  fare 
increase. 

It  has  also  been  asserted  that  the  Board's  analysis  improperly  failed 
to  offset  the  revenue  increases  stemming  from  recent  increases  in  cargo  rates, 
The  costs  of  providing  cargo  services  are  excluded  at  the  outset  from  the 
financial  data  relied  on  to  calculate  return  on  investment  both  before  and 
after  application  of  rate-making  standards.   This  exclusion  was  accomplished 
consistent  with  the  Board's  "revenue  offset"  policy  adopted  in  the  DPFI  by 
subtracting  from  the  reported  operating  expenses  some  $491  million  which  is 
equal  to  belly  compartment  cargo  revenues. 

Cargo  tariff  rate  increases  have  been  allowed  to  offset  known  increases 
in  those  cargo  costs  and  in  the  cost  of  operating  all-cargo  services.   The 
increases  in  cargo  costs  experienced  by  the  carriers  are  not  reflected  in 
any  way  in  the  passenger  costs  relied  upon  by  the  Board  in  its  review  of 
the  instant  fare  increase  proposals.   It  is  possible  that  this  approach  does 
not  reflect  experienced  increases  in  belly  compartment  load  factors  achieved 
in  recent  periods.   However,  it  appears  that  the  impact  on  rate  of  return 
of  any  such  refinement  would  be  minuscule,  at  most. 
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The  unsubstantiated  assertions  thft  the  four  percent  fare  Increase 
Is  not  justified  by  virtue  of  already  adequate  and  rising  Industry  profit 
levels  cannot  be  accepted.  As  shown  Ir  Appendix  I,  the  trunkllnes'  48-8tate 
scheduled  passenger  service  unadjusted  rate  of  return  In  the  12  months  ended 
June  1974  was  8.13  percent.  Adjusted  to  reflect  all  the  Board's  rate-making 
standards  and  policies,  the  carriers'  rate  of  return  was  11,08  percent. 
Both  figures  are,  of  course,  below  the  Board's  12  percent  rate  of  return 
standard  for  48-state  scheduled  passenger  service.  When  the  11.08  percent 
figure  Is  adjusted  to  reflect  annuallzatlon  of  past  fare  and  cost  Increases 
it  becomes  8,81  percent. 

The  figure  cited  by  the  minority  reflects  operating  profits,  not  return 
on  Investment  which  Is  the  earnings'  standard  historically  employed  by  the 
Board.   They  include  local  service  carrier  results  which  the  Board  does  not 
consider  for  domestic  passenger  fare  level  purposes.  They  reflect  carrier 
system  results  Including  international  operations,  not  just  the  domestic  48 
states  which  are  the  subject  of  the  proposed  fare  Increase. 

A  comparison  is  made  to  profits  in  1966  which  was  the  industry's  most 
profitable  prior  year.   It  Is  not  surprising  that  current  dollar  profits 
should  be  higher  than  In  1966.  The  carriers'  scale  of  operation  is  much 
larger  now  than  It  was  In  1966  as  evidenced  by  an  increase  of  55  percent  in  the 
carriers'  Investment  in  the  current  period  as  compared  with  1966,  Moreover,  the 
domestic  trunkllnes'  return  on  investment  in  1966  was  only  10  percent  as  compared 
with  the  Board's  current  12  percent  standard. 
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Neither  can  we  accept  the  "projection"  of  domestic  operating  profits 

in  1974  of  $1  billion.  This  guesstimate  is  apparently  based  on  the  system 

results  of  both  trunklines  and  local  service  carriers  and  apparently  assumes 

that  an  operating  profit  of  $276  million  will  be  achieved  in  the  last  four 

months  of  1974.   This  assumption,  we  believe,  is  highly  unlikely  to  be  achieved. 

In  the  same  period  of  1973,  these  same  carriers  achieved  an  operating  profit  of 

$105  million.   It  would  seem  overly  optimistic,  to  say  the  least,  to  predict 

that  last  year's  operating  profit  could  be  nearly  tripled  in  the  face  of  minimal 

9/ 
traffic  growth  -  and  rising  costs--notwithstandlng  higher  fare  levels.   In  any 

event,  the  trunkline  carrier  group  requires  an  aggregate  operating  profit  of  over 
$900  million  from  their  domestic  services  to  achieve  a  12  percent  return  on  invest- 
ment. 

It  has  been  suggested  that  the  approval  of  the  four  percent  increase  did 
not  adequately  take  into  account  the  effect  of  that  increase  on  movement  of 
traffic.   Obviously,  the  four  percent  increase  will  have  some  dampening  impact 
on  traffic.   However,  this  is  true  of  any  fare  increase.   Implicit  in  the 
suggestion  that  this  consideration  should  have  precluded  approval  of  the  increase 
is  the  concept  that  carriers  should  not  be  permitted  to  increase  their  fares 


9/   In  the  last  four  months,  July  through  October  1974,  domestic 

trunkline  passenger  miles  registered  no  growth  at  all  over  1973 
volume.   Individual  months  ranged  from  a  growth  of  0.8  percent  to 
a  reduction  of  -0.4  percent. 
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unless  they  are  in  a  state  of  financial  desperatlon--a  plainly  untenable 
proposition. 

The  Board  carefully  considered  the  effect  of  fares  upon  the  movement 
of  traffic  indeveloping  the  DPFI  standards.  In  particular,  the  effect  of 
fares  was  weighed  along  with  the  need  for  adequate  service  in  arriving  at 
the  basic  load  factor  standard  which  is  the  keystone  of  the  rate-making 
princ'ples  established  in  the  DPFI.  Application  of  that  standard  to  fare 
increase  proposals  automatically  has  the  effect  of  taking  into  account  the 
relationship  between  fares  and  the  movement  of  traffic. 

We  are  not  unmindful  of  the  nation's  problem  with  inflation  and  we 
fullv  support  President  Ford's  programs  in  this  regard.   It  is  a  problem  which 
must  be  attacked  on  many  fronts,  however,  and  we  believe  it  would  be  manifestly 
unfair  to  expect  the  air  carriers  to  absorb  the  large,  and  as  yet  unrestrained, 
increases  in  labor,  fuel,  and  other  costs  which  are  being  experienced.  Our 
rate-making  standards  help  to  assure  that  the  carriers'  rates  and  fares  are 
based  on  the  lowest  costs  consistent  with  the  furnishing  of  adequate  and  efficient 
air  transportation.   By  the  same  token,  the  Board  has  encouraged  the  carriers  to 
undertake  various  programs  calculated  to  increase  the  productivity  and  efficiency 
of  their  services. 
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Application  of  the  P.P. F.I.  Rate-Making  Standards 


Adjustment  of  Form  41  Reports  for  Domestic  Trunk  Carriers  From 
a  50-State  Operation  to  a  48-State  Operation 

Since  DPFI  passenger  fare  standards  were  developed  on  a  48-state  basis, 
it  is  necessary  to  make  adjustments  to  the  50-state  reporting  by  the  domestic 
trunk  carriers  by  eliminating  Hawaiian,  Alaskan,  all-cargo,  MAC  and  non-sched- 
uled operations.   In  addition,  the  costs  of  transporting  cargo  in  the  holds  of 
combination  type  aircraft  must  be  removed  in  determining  48-state  passenger 
operations  for  the  trunk  carriers.   The  various  adjustments  are  described 
hereafter  and  the  dollar  amounts,  iji  thousands,  presented  are  for  the  twelve 
months  ended  June  30,  1974. 


Domestic  50-state  scheduled  passenger  revenue  ($7,858,499)  and  scheduled 
passenger  revenue  for  Mainland-Alaska  ($48,952),  Mainland-Hawaii  ($326,389) 
and  Alaska-Hawaii  ($3,400)  operations  are  reported  on  Form  41.   50-state 
scheduled  passenger  revenue  less  Hawaiian  and  Alaskan  scheduled  passenger 
revenue  produces  48-state  scheduled  passenger  revenue  ($7,479,758). 

Domestic  50-state  Other  and  Transport-Related  (Net)  Revenue  ($213,271) 
is  allocated  to  48-state  scheduled  passenger  service  using  the  ratio  of  passen- 
ger revenue,  to  total  operating  revenue  (95.17%  or  $191,884). 

48-state  scheduled  passenger  revenue  plus  48-state  Other  and  Transport- 
Related  (Net)  Revenue  equals  48-state  scheduled  passenger  operating  revenue 
($7,671,642). 

Expense 

Domestic  50-state- operating  expenses  ($8,548^221)  are  reported  on 
Form  41.   Deducted  from  the  total  expenses  are  the  all-cargo  expenses 
($230,469)  which  are  reported  on  Form  242;  an  amount  representing  belly 
cargo  expenses  ($491,612)  that  is  equal  to  belly  cargo  revenues-i . e. ,  gross 
cargo  revenue  reported  on  Form  41  less  all-cargo  revenue  reported  on  Form  242, 
consistent  with  the  methodology  utilized  in  the  DPFI  wherein  cargo  revenue  was 
offset  against  cost  on  the  so-called  by-product  basis--MAC  charter  expenses 
($5,966),  where  applicable,  which  are  reported  on  Form  243;  an  amount 
representing  non-scheduled  services  expenses  ($118,150)  that  is  equal  to 
non-scheduled  service  revenues- -i . e. ,  gross  non-scheduled  service  revenues  less 
MAC  revenues  reported  on  Form  243- -also  offset  on  the  by-product  basis; 
Mainland-Alaska,  Mainland-Hawaii,  and  Alaska-Hawaii  expenses  ($374,857) 
calculated  from  ER-586  service  segment  capacity  data.   Transport-related  expenses 
($275,976)  are  also  eliminated  and  netted  against  transport-related  revenue. 
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Thus,  the  remaining  expenses  represent  i!*8-state  scheduled  passenger  operating 
expenses  ($7,051,191).   These  expenses  are  then  adjusted  for  regulatory 
depreciation  based  on  the  difference  between  regulatory  depreciation  and 
book  depreciation  to  produce  adjusted  48-state  scheduled  passenger  expenses 
($7,037,740).   These  expenses  are  then  allocated  to  capacity  costs  ($4,518,329) 
and  non-capacity  costs  ($2,519,411)  based  on  percentages  developed  in  the 
Domestic  Air  Freight  Rate  Investigation,  Docket  22859 

Traffic  and  Capacity 

50-state  revenue  passenger  miles  (RPM's)  (116,330.5  million),  50-state 
available  seat  miles  (ASM's)  (209,744.0  million),  RPM's  in  Hawaiian  and 
Alaskan  operations  (9,373.3  million),  and  ASM's  in  Hawaiian  and  Alaskan 
operations  (15,964.4  million)  are  all  reported  on  Form  41,  pursuant  to 
ER-586.   The  Hawaiian  and  Alaskan  operations  are  deleted  from  the  50-state 
operations,  thereby  producing  48-state  RPM's  (106,957.2  million)  and  ASM's 
(193,779.6  million). 

Simply  stated,  all  traffic  and  capacity  data  associated  with  non-stop 
segments  operating  between  the  48-states  and  Hawaii/Alaska  are  deleted  to 
produce  48-state  traffic  and  capacity  data. 


Interest  Expense 

50-state  interest  ($237,649)  is  reported  on  Form  41.   The  ratio  of 
adjusted  48-state  scheduled  passenger  service  expense  to  50-state  operating 
expenses,  when  applied  to  the  50-state  interest,  produces  interest  expense 
($200,626)  for  48-state  scheduled  passenger  operations. 

Investment 

50-state  regulatory  investment  ($6,196,690)  is  determined  on  a  regulatory 
basis.   Current  recognized  assets  and  sources  and  current  unrecognized  assets 
and  sources  are  determined  from  the  various  Form  41,  schedule  B-1  accounts 
and  worked  into  a  5-quarter  average.   This  average  is  then  adjusted  for 
variances  from  the  Board's  regulatory  standards  to  determine  actual  assets 
and  sources  (recognized  and  unrecognized).   The  percentage  of  actual  recognized 
sources  to  total  recognized  sources  is  then  applied  to  actual  recognized  assets 
to  determine  regulatory  investment.   Investment  is  allocated  by  applying  the 
expense  ratio  as  discussed  above  in  the  determination  of  interest,  to  obtain 
the  48-state  scheduled  passenger  operation  investment  ($5,239,736). 

In  going  forward  with  the  unadjusted  48-state  scheduled  passenger 
operations  data  (column  1  of  page  5  of  this  Appendix)  the  following  adjust- 
ments are  made  in  conformance  with  the  standards  adopted  in  the  Domestic 
Passenger-Fare  Investigation: 
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The  Removal  of  Youth,  Family,  and  Discover  America  Discount  Fares 

Based  on  data  from  Phase  5  of  the  DPFI,  an  elasticity  factor  of  -1.2 
for  Youth,  Family,  and  Discover  America  discount  fares  is  calculated. 
Using  this  elasticity  factor,  RPM's  are  reduced  by  2,002  million,  passenger 
revenue  is  reduced  by  $21,127,000.   The  non-capacity  costs  equal  to  30  per- 
cent of  generated  revenue  lost  were  also  eliminated.   This  reduction 
amounted  to  $33,722,000. 

Standard  Seating  and  Load  Factor  Adjustment 

Based  on  the  seating  configuration  standards  for  1975  prescribed  by 
the  Board  in  Phase  6A  of  the  DPFI,  standard  seating  capacities  have  been 
developed  for  different  aircraft  types.   The  application  of  these  standards 
reflects  the  number  of  ASM's  which  would  have  been  flown  in  the  48-state 
scheduled  passenger  service  if  the  carriers'  actual  seating  configuration 
coincided  with  the  Board's  rate-making  standards.   These  additional  ASM's 
totalled  8,499  million  for  the  twelve  months  ended  June  30,  1974  increasing 
the  total  ASM's  to  20.2,279  million. 

The  load  factor,  adjusted  for  standard  seating  and  the  removal  of 
discounts,  is  51,9  percent.   This  is  then  adjusted  upward  to  the  standard 
55  percent  by  removing  11,487  million  of  ASM's,  $240,728,000  of  capacity 
costs,  $9,484,000  of  interest,  and  $247,737,000  of  investment.   The  reduc- 
tion in  capacity  costs  is  calculated  at  the  same  ratio  as  the  reduction  in 
the  ASM's,  and  the  reduction  in  interest  and  investment  is  calculated  at 
75  percent  of  the  reduction  in  the  ASM's,  consistent  with  Phase  7  of  the 
DPFI. 

The  effect  of  these  adjustments  are  set  forth  in  column  2  of  page  5 
of  this  Appendix. 

Annualization  of  Known  Fare  and  Cost  Increases 

These  data  are  then  further  adjusted  for  the  annualization  of  known 
cost  increases  and  fare  increases.   The  cost  inflation  factor  for  the 
twelve  months  ended  June  30,  1974  over  the  twelve  months  ended  June  30, 
1973  was  10.91  percent  and  this  was  annualized  for  a  full  twelve  months. 
Using  an  elasticity  of  -.7,  as  developed  in  the  DPFI,  the  five  percent  fare 
increase  of  December  1,  1973  for  five  months,  and  the  six  percent  fuel- 
related  fare  increase  of  April  16,  1974  for  nine  and  one-half  months  were 
also  annualized. 

These  adjustments  produce  a  return  on  investment  of  8.81  percent,  as 
shown  in  column  3  of  page  5. 


56 


Appendix  I 
Page  4  of  5 

A  final  calculation  was  then  made  to  ascertain  the  effect  on  the 
carriers  return  on  investment  of  the  proposed  four  percent  fare  increase 
Here  again  a  price  elasticity  factor  of  -0.7  was  used  and  appropriate 
adjustments  were  made  to  traffic,  capacity,  revenue,  expenses,  and 
investment. 

■   •,/n,^''°""  ^"  column  4  of  page  5,  the  resulting  return  on  investment 
is  11.97  percent. 
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ANALYSIS  OF  DOMESTIC  TRUNK  PERFORMANCE  FOR  THE  YEAR  ENDED  JUNE  30,  1974 

IN  ACCORDANCE  WITH  THE  STANDARDS  SET  FORTH  IN  PHASE  7  OF  THE 

DOMESTIC  PASSENGER-FARE  INVESTIGATION 

(Dollars  in  Thousands) 


Unadlustedi^ 
(1) 

Adjusted-'' 
(2) 

Projected  Forward 
December  31,  1974 
Annuallzatlon  of 
Fare  Increases  and 
10,91%  Cost  Increa 
(3) 

to 
by 

Adjusted  to  Reflect 
an  Additional  4% 
Fare  Increase 
(4) 

RPM's  (Millions) 

106,957 

104,955 

100,223 

97,509 

ASM's  (Millions) 

193,780 

190,792 

182,200 

177,287 

Load  Factor  (7.) 

55.2 

55.0 

55.0 

55.0 

Yield  (?) 

6.9932 

7.1065 

7.5886 

7.8921 

Passenger  Revenue  $7,479,758 

$7 

,458,631 

$7,605,510 

$7,695,527 

Operating  Revenue 

$7,671,642 

$7 

,650,515 

$7 

,797,390 

$7 

,887,411 

Operating  Expense 

7.037.740 

_6 

,763,290 

_7 

,150,240 

_6 

,964,959 

Operating  Profit 

$  633,902 

$ 

887,225 

$ 

647,150 

$ 

922,452 

Interest 

200.626 

191.142 

185,544 

182,131 

Earnings 

$  433,276 

$ 

696,083 

$ 

461,605 

$ 

740,322 

Tax  (at  487.) 

207.972 

334.120 

221.570 

355,354 

Net  Income 

$   225.972 

$  , 
$ 

361,963 

$  , 
$  ■ 

240,035 

$  . 
$ 

384,968 

Return 

$  425,930 

553,105 

425,579 

567,097 

Investjnent 

$5,239,736 

$4,991,999 

$4 

,832,250 

$4,738,986 

Return  on 
Investment  (7.) 

8.13 

11.08 

8.81 

11.97 

\l   Form  41  Reports,  adjusted  to  reflect  48-state  scheduled  passenger  operations;  and  adjusted 

for  regulatory  depreciation  and  regulatory  Investment. 
2/  Adjusted  for  the  removal  of  Youth,  Family,  and  Discover  America  discount  RWs,  revenues, 

and  costs;  and  the  55  percent  standard  load  factor  with  standard  seating  (1975  standards). 
3/  A  five  percent  Increase  was  effective  December  1,  1973,  and  a  sijt  percent  increase  was 

effective  April  16,  1974.  Operating  expense  per  ASM  for  the  year  ended  June  30,  1974 

was  10.91  percent  over  that  for  the  preceding  year. 
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Analysis  of  Domestic  Trunk  Return  on  Investment 

Adjusted  for  Aircraft  Utilization  at  1973  Level 

and  Alternative  Cost  Increase  Factor 

Twelve  Months  Ended  June  30,  1974 


Column  (A)  of 
Page  it   of  Appendix  I 
with  12.86  Percent 
Inflation  Factor 


Revenue  passenger  Miles 

(000.000) 

97.509 

Avlalabli  Seat  Miles  (000,000) 

177.287 

Load  Factor 

55.  OX 

Yield  per  Passenger  Mile 

7.8921c 

Passenger  Revenue  (000) 

$7,695,522 

Operating  Revenue  (000) 

$7 

.887,406 

Operating  Expense  (000) 

$7 

,056,320 

Operating  Profit  (000) 

$ 

831,086 

Interest  (000) 

$ 

173.649 

Earnings  (000) 

$ 

657.437 

Income  Tax  (at  48%) 

$ 

315.570 

Net  Income  (000) 

$ 

341,867 

return  Element  (000) 

$ 

515,516 

Investment  (000) 

$4,518,291 

Return  on  Investment 

11.41X 

November  25,  197U 


Statement  of  Members  G.  Joseph  Minetti  and  Lee  R.  West 
Concerning  the  Additional  Four  Percent  Domestic  Passenger 
Fare  Increase  Effective  November  13,   I97U 


In  our  judgment  the  domestic  airlines  have  not  demonstrated  a  need 
for  an  additional  h   percent,  $30U  million   fare  increase  at  this  time. 
The  new  fare  increase  is  unwarranted  on  the  facts,  inconsistent  with  the 
Board's  announced  ratemaking  policies,  seriously  inflationary,  harmful 
to  the  traveling  public  and  in  the  long  run  to  the  airlines  themselves, 
and  thus  contrary  to  the  national  interest. 

Last  spring  the  domestic  airlines  were  allowed  to  add  a  temporary 
surcharge  of  6  percent  to  all  domestic  passenger  fares,  effective 
April  15,  I97U,  to  compensate  them  for  the  then  rapidly  increasing 
cost  of  aviation  fuel.   The  imposition  of  this  surcharge  followed  a 
general  5  percent  fare  increase  that  became  effective  December  1,  1973j 
simultajieously  with  the  second  of  three  stages  of  the  process  of  phasing 

out  the  family,  youth,  and  Discover  America  fares,  which  the  Board  had 

2/ 
previously  determined  to  be  unlawful.    The  third  and  fina^  stage  of 

this  phase-out  took  effect  on  J\me  1,  197^,  each  stage  being  approximately 

3/ 
equivalent  to  a  1.8  percent  general  fare  increase.    Thus  in  less  than 


YJ     See  infra,  p.  9. 

2/  Domestic  Passenger-Fare  Investigation,  Phase  5  -  Discount  Fares, 
Orders  72-12-18,  December  5,  1972,  and  73-5-2,  May  1,  1973. 

3/  The  fares  held  unlawful  in  -Order  72-12-18  were  found  to  have 
caused  a  dilution  in  normal  fare  yields  in  1971  of  approximately  5.5 
percent.   This  dilution  had  entered  into  the  calculations  which  led 
the  Board  in  DPFI  Phase  7  to  conclude  that  the  carriers  needed  a  general 
12  percent  fare  increase.   Eliminating  this  dilution  in  three  equal 
staiges  was  thus  (as  nearly  as  coxild  be  determined)  eqiiivalent  to  three 
general  fare  increases  of  approximately  1.8  percent  each.   (See  the 
dissent  of  Member  Minetti  to  Order  73-5-2,  at  pp.  2-3). 
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a  single  year,  domestic  airline  fares  have  gone  up  a  total  of  over 
15  percent  prior  to  the  present  increase,  or  nearly  20  percent  including 

y 

it. 

Furthermore,  these  rapid  increases  within  the  past  year  themselves 
follow  both  the  first  stage  of  the  disco\int-fare  phase-out  in  J\me  1973 
and  a  series  of  fare  increases  totaling  approximately  12  percent  granted 
in  connection  with  Phase  7  of  the  Domestic  Passenger-Fare  Investigation 

17 

between  October  1970  and  September  1972.   Thus  within  approximately  a 
four-year  span,  the  c\imulative  increase  in  domestic  airline  fares  has 

been  over  31  percent  without  the  present  increase,  and  nearly  37  percent 

6/ 
with  it. 

Notwithstanding  this  history  of  increasingly  frequent  and  burden- 
some fare  increases,  we  reluctantly  concur  in  the  conclusion  that  the 
carriers  should  be  permitted  to  extend  last  April's  6  percent  fuel- 
related  surcharge  indefinitely  and  make  it  part  of  the  permanent  fare 
structure,  since  there  appears  to  be  no  real  likelihood  that  fuel 
prices  will  return  to  the  levels  of  raid-1973  within  the  foreseeable 
future. 

However,  despite  the  further  increase  in  fuel  costs  since  last 
April,  and  the  less  dramatic  but  still  very  real  increases  in  other 
airline  costs  over  the  past  year,  we  are  unable  to  conclude  that  the 
carriers  have  adequately  demonstrated  a  need  for  an  additional  U  percent 
increase  in  all  domestic  air  fares  at  this  time.  On  the  contrary,  the 


hj  1.05  X  1.018  X  1.06  X  1.018  =  1.153^,  X  l.OU  =  1.1996. 
5/  Orders  71-'+-59/6o,  April  9,  1972,  and  72-8-50,  Augiist 
bj     1.153*+  X  1.018  X  1.119  =  1.3139,  X  l.OU  =  I.366U. 
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available  data  show  that  a  fiirther  fare  increase  now  will  have  an 
adverse  effect  on  the  movement  of  tred'fic,  and  is  not  essential  to 
maintain  the  financial  health  of  the  danestic  tLlrlines  and  their 
continued  ability  to  provide  the  air  transportation  required  by  the 
American . public . 

Similarly,  both  a  proper  application  of  the  ratemaking  standards 
developed  by  the  Board  in  the  Domestic  Passenger-Fare  Investigation, 
and  a  proper  adjustment  of  the  cost  data  used  to  jxistify  a  further 
fare  increase,  so  as  to  remove  distortions  caused  by  last  winter's 
fuel  shortage  crisis,  show  that  no  further  increase  is  now  warranted. 
We  would  therefore  suspend  and  investigate  the  tariffs  providing 
for  this  increase. 

The  harm  that  will  be  done  by  this  increase  is  in  no  way 
ameliorated  by  the  Board's  action  in  requiring  the  csurriers  to 
place  a  Jxme  30,  1975,  expiration  date  on  their  tariffs,  nor  does 
the  traveling  public  thereby  gain  any  significant  protection.  At 
best,  this  imwarranted  fare  increase  will  be  collected  for  a  period 
of  7-1/2  months,  thus  imposing  close  to  $200  million  in  excessive 
and  unjustified  charges  on  the  traveling  public  at  a  critical  time 
in  the  fight  against  inflation.  Moreover,  it  wo\ild  require  a 
remarkable  act  of  faith  to  believe  seriously  in  the  possibility 
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that  fares  will  be  rolled  back  next  Jvily  1.  We  expect,  rather,  that 

this  U  percent  increase  will  in  the  event  prove  no  more  "temporary" 

than  last  spring's  6  percent  increase. 

The  Board  Should  Join  in  The  Fight  Against  Inflation 

In  considering  the  proposed  fare  increase,  we  do  not  believe 

that  the  Board  can  focus  exclusively  on  the  airline  industry  and  its 

problems.  On  the  contrary,  it  is  essential  that  the  Board  take  into 

account  the  total  economic  climate  of  the  day,  the  most  notable  feature 

of  which  is  a  raging  inflation,  seemingly  out  of  control,  which  threatens 

7 
to  destroy  the  value  of  the  dollar  and  the  savings  of  the  American  people. 

The  President  of  the  United  States  has  called  upon  every  citizen 
and  every  government  agency  to  join  in  the  fight  sigainst  inflation.  In 
this  crucial  situation,  the  Board  has  a  manifest  duty  to  aid  in  the 
restoration  of  national  economic  health. 

The  Board  also  has  a  imique  capability  to  limit  fiirther  price 
escalation  in  one  major  sector  of  industry,  and  thus  to  contribute 
to  the  attack  on  inflation.  The  cost  of  transportation  enters  into 
the  cost  of  most  goods  and  services  sold  in  our  economy,  and  despite 


TT  The  other  notable  feature  of  the  current  economic  climate 
is  an  incipient  recession.   It  is  obvious  that  granting  the  airlines 
a  further  fare  increase  will  do  nothing  whatever  to  combat  recession; 
rather,  we  are  concerned  that  in  conditions  of  recession  a  further 
fare  increase  is  likely  to  have  a  particularly  \mfavorable  impact  on 
the  movement  of  traffic,  and  may  thus  do  the  airline  industry  a  long- 
term  injury  that  more  than  offsets  the  temporary  and  perhaps  illusory 
gain  it  will  derive  from  this  ill-timed  and  ill-considered  fare 
increase.   (See  discussion  infra,  pp.  5-8.) 
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the  considerable  element  of  pleasure  travel  in  air  transportation, 
enoiogh  air  travel  is  for  essential  business  purposes  so  that  any- 
unwarranted  increase  in  passenger  air  fares  will  clearly  feed  the 
inflationary  spiral. 

There  has  lately  been  much  criticism  of  those  actions  of  adminis- 
trative agencies  which  operate  artificially  and  unnecessarily  to  raise 
prices  in  the  industries  they  regiilate,  and  which  thus  contribute  to 
inflation.  Undoubtedly  these  inflationary  effects  are  in  general  not 
intended  by  the  agencies  concerned;  certainly  our  colleagues  on  the 
Board  have  no  desire  or  intent  to  promote  inflation.  Nevertheless, 
the  Board's  failure  to  apply  strict  standards  to  the  airlines' 
attempted  justifications  for  the  additionsil  h   percent  fare  increase 
has  here  resulted  in  just  the  sort  of  inflationary  action  which  has 
been  so  much  criticized. 

The  Board  Sho\ild  Consider  the  Adverse  Effect  of 
the  Fare  Increase  on  the  Movement  of  Traffic 

In  Section  1002(e)  of  the  Act,  the  Board  is  instructed  that  when 
exercising  its  ratemaking  powers  it  shall  take  into  consideration  "the 
effect  of  such  rates  upon  the  movement  of  traffic".  This  factor, 
indeed,  is  listed  first  among  those  the  Board  is  instructed  to  consider. 

The  Board  apparently  believes  that  its  statutory  duty  in  this 
regard  is  fulfilled  when  it  cites  the  -0,7  coefficient  of  price 
elasticity  of  demand  for  air  transportation  determined  in  Hiase  7 
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8/ 
of  the  Domestic  Passenger-Fare  Investigation.    We  disagree.  We 

think  that  the  Act  reqxiires  the  Board  to  actually  consider- -to 

consciously  and  deliberately  weigh  in  the  balance  of  its  decisional 

process--the  deterrent  effect  of  the  present  fare  increase  on  the 

movement  of  traffic.   To  show  a  loss  of  traffic  stemming  from  the 

fatre  increase  in  calculations  in  an  appendix  is  not  to  take  that 

loss  of  traffic  into  consideration,  in  the  sense  in  which  we  tmder- 

stand  the  terra  "consideration".  Here,  we  see  no  evidence  that  the 

Board  has  genuinely  weighed  in  its  deliberations  this  loss  of  traffic, 

and  its  consequential  effects  on  the  public,  the  economy,  and  the 

airlines  themselves,  in  deciding  to  allow  the  faire  increase  to  go 

2/ 

into  effect  without  either  investigation  or  suspension. 


B/  Order  71-'+-59/60,  April  9,  1971.   The  meaning  of  this 
coefficient  is  that,  for  each  1  percent  increase  in  fares,  demand 
(i_.je, ,  traffic)  drops  C.7  percent,  so  that  (approximately)  airline 
revenues  increase  only  0.3  percent.  If,  as  there  is  some  reason  to 
believe,  elasticity  actually  has  an  absolute  value  greater  than  -1.0 
(i^.£. ,  if  traffic  drops  more  than  1  percent  for  each  1  percent  in- 
crease in  fares),  a  fare  increase  will  actually  resiilt  in  a  loss  of 
net  revenues,  although  of  course  expenses  will  also  decline.   (See 
partial  dissent  of  Members  Minetti  and  Murphy  to  Order  71-M-59/60, 
supra,  at  pp.  17-20;  Order  72-8-50  (dissent)  at  pp.  9-12.) 

9/  This  is  in  spite  of  the  fact  that  the  Board's  new  Consumer 
Advocate  very  strongly  argued  this  point  in  his  submission  to  the 
Board.  We  take  the  liberty  of  quoting  from  his  concluding  remarks 
on  this  issue: 

"It  appears  to  OCA  ^ffice  of  the  Consumer  Advocate/" 
that  air  fares  have  now  attained  a  level  where  fewer  and 
fewer  people  will  be  able  to  divert  discretionary  fionds 
into  air  transport  costs  and  will  revert  to  other  forms 
of  common  carriage.  .  .  .  The  industry  as  a  whole  may  be 
attempting  to  use  the  current  k   percent  rise  to  overcome 
obstacles  of  immediate  concern  while  simultaneously  dis- 
couraging the  growth  j.t  so  desperately  requires  to  remain 
a  viable  force  in  the^ oponomy . " 
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In  their  concurrence  and  dissent  to  the  Board's  DFFI  Phase  7 

decision,  after  discussing  the  evidence  on  elasticity  of  demand, 

10/ 
Members  Minetti  and  Murphy  said  the  following: 

"What  this  discussion  of  elasticity  effects 
means  to  us  is  that  this  Board  should  be  extremely 
careful  at  this  time  not  to  impose  or  encourage  a 
fare  increase  any  greater  than  needed  to  meet  the 
carriers'  clearly  demonstrated  needs.   If  the  carriers 
are  operating  at  maximtmi  efficiency,  if  they  are 
bending  every  effort  to  eliminate  excess  capacity, 
if  their  costs  are  being  forced  up  by  inflationary 
influences  which  they  cannot  be  expected  to  control, 
then  a  fare  increase  may  well  be  the  only  solution. 
But  if  administered  in  excess,  the  cure  may  well 
prove  worse  than  the  disease.  We  cannot  emphasize 
too  strongly  that  the  carriers'  salvation  lies  pri- 
marily in  cutting  costs,  adjusting  capacity  to  meet 
demand,  and  getting  paying  passengers  in  a  higher 
proportion  of  their  seats,  rather  than  in  fare  in-  ■ 
creases  per  se.  An  excessive  fare  increase  will  do 
nothing  to  fiirther  the  first  of  these  goals,  will 
make  the  second  more  difficult  to  achieve,  and  will 
actively  obstruct  achievement  of  the  third." 

We  think  these  same  considerations  apply  with  equal  or  perhaps 

even  greater  force  today.   Even  if  the  available  data  showed  a 

genuine  present  need  by  the  domestic  airlines  for  additional 

revenue — which,  as  will  be  shown  hereafter,  they  in  fact  do  not-- 

the  damaging  effects  of  the  fare  increase  on  the  movement  of  traffic 


lO/ Order  71-^-59/60,  supra,  concurrence  and  dissent,  at 
pp.  19-20  (footnote  omitted). 
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OTight  to  be  a  matter  of  serious  concern  to  the  Board.  Whether 
this  factor,  alone  or  in  conjimction  with  the  inflationary  effects 
of  a  fare  increase,  would  be  sufficient  to  require  suspension 
of  a  fare  increase  which  was  otherwise  impeccable  on  economic 
grounds,  and  was  fiilly  in  accord  with  the  standards  of  the 
Domestic  Passenger -Fare  Investigation,  is  a  question  we  do  not 
reach.  For,  as  will  be  shown  in  subsequent  sections  of  this 
statement,  the  present  fstre  increase  does  not  comport  with  DPFI 
standards  and  is  not  justified  economically.  But  certainly, 
so  long  as  there  is  any  element  of  judgment  and  discretion 
entering  into  the  Board's  action  on  a  fare  increase  such  as 
this,  consideration  of  its  inflationary  consequences  and  its 
ill  effects  on  the  movement  of  traffic  ought  to  lead  the  Board 
to  exercise  that  judgment  and  discretion  in  the  direction  of 
suspending  and  investigating  the  increase. 

The  Domestic  Airlines  Are  Highly  Profitable 
And  Do  Not  Need  A  Fvirther  Fare  Increase 

A  primary  consideration  in  appraising  the  need  for  a  further 

increase  in  passenger  air  fares  at  this  time  should  be  whether  or  not 

the  airlines  are  in  urgent  need  of  additional  funds  to  maintain  their 

operations.   Perhaps  if  they  were  losing  money  or  barely  breaking  eve 

or  were  faced  with  an  intolerable  cash  squeeze,  an  immediate  further 
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11/ 
$30^  million  fare  increase    might  be  found  essential  notwithstanding 

its  contribution  to  the  nation's  inflationary  spiral.   But  as  the  Board's 

Consumer  Advocate  has  contended,  the  available  data  in  fact  all  show  that 

the  domestic  airlines  are  prosperous,  and  in  no  need  of  a  massive  infusion 

of  new  revenues  from  a  fare  increase. 

For  the  twelve  months  ended  June  30,  197^5  "the  ten  domestic  trunk- 
12/ 
line  carriers    enjoyed  operating  revenues  of  $7-67  billion  from  their 


117  The  domestic  trunk  airlines  in  fiscal  197^  earned  some  $7,606 
in  passenger  revenues  on  their  U8-State  operations,  after  adjustments  are 
made  to  eliminate  certain  (but  not  all)  discoimt  fares  and  to  annualize 
fare  increases  which  took  effect  during  the  year.   (See  Press  Release 
CAB  7^4-197,  September  13,  197^.)  A  straight  h   percent  increase  in  these 
revenues  woiild  amount  to  $30U  million  (slightly  more  accurate  than  the 
$310  million  figiire  cited  in  our  preliminary  statement).   Because  of  the 
-O.7  percent  price  elasticity  factor,  however  (see  supra,  note  8),  the 
fare  increase  can  be  expected  to  cause  a  decline  in  traffic  of  approxi- 
mately 2.8  percent,  and  the  airlines  will  thus  achieve  a  net  increase  in 
revenues  of  only  30  percent  of  the  gross  amount  of  the  fare  increase,  or 
about  $90  million.   On  the  other  hand,  this  loss  of  traffic  will  allow 
the  carriers  to  reduce  both  operating  expenses  and  investment  (and  the 
load- factor  adjustment  presiomes  that  they  will  do  so),  so  that  the  re- 
sulting gains  in  operating  profits  and  return  on  investment  will  be  much 
greater  than  the  net  increase  in  revenues.   Here,  for  example,  a  $90 
million  net  increase  in  passenger  revenues  stemming  from  the  fare  increase 
is  expected  to  produce  a  $275  million  increase  in  operating  profits,  and 
a  $1^+5  million  increase  in  after-tax  return  on  investment,  for  a  gain 
of  3.18  percentage  points  in  the  regulatory  rate  of  ret-um.   (See 
Appendix  A  to  this  statement.)  Thus  it  is  in  many  ways  more  accurate 
and  revealing  to  describe  this  as  a  "$30^+  million  fare  increase"  or  a 
"$275  million  operating  profit  increase"  than  as  a  "$90  million  net 
passenger  revenue  increase."  All  of  these  figures,  it  should  be  noted, 
ignore  the  additional  passenger  revenues  and  profits  which  the  fare 
increase  will  bring  to  the  local  service  carriers. 

12/  Most  c\irrent  Board  statistical  tabulations  employ  the  category 
"domestic  tr\mks"  as  including  Pan  American,  in  recognition  of  the 
latter 's  Mainland-Hawaii  and  Mainland -Alaska  operations.   Since  the 
ratemaking  area  here  involved  is  limited  to  the  continental  U8  States, 
and  since  the  instant  fare  increase  does  not  affect  any  of  Pan  American's 
routes,  the  data  cited  in  this  statement  exclude  Pan  American  wherever 
feasible,  and  except  where  specifically  noted  to  the  contrary.   Because 
most  carrier  financial  data  are  now  reported  on  a  50-State  basis,  and  in 
some  cases  only  on  a  system  basis,  we  will  cite  some  data  on  each  of 
these  bases,  making  clear  which  is  which. 


68 


-10- 
continental  U.S.  operations— the  greatest  such  operating  revenues  ever— 
and  earned  an  aggregate  operating  profit  from  these  operations  of  $63^+ 
mlUion".    By  way  of  contrast,  in  the  most  profitable  prior  year  in 
their  history,  I966,  the  ten  domestic  trunks  earned  an  operating  profit 
of  ^k^k   million  on  total  operating  revenues  of  $3.66  billion. 

In  fiscal  I97U  these  carriers'  domestic  return  on  investment  after 
taxes  totaled  $U26  million,  for  a  rate  of  return  of  8.13  percent.    This 
was  not  the  full  12  percent  return  found  by  the  Board  to  be  just  and  rea- 
sonable in  the  Domestic  Passenger-Fare  Investigation,  but  it  was  a  rate  of 

16/ 
return  exceeded  only  three  times  in  the  past  decade,   and  only  a  few 

17/ 
times  (in  the  early  1950' s)  prior  to  that.     Moreover,  when  the  data 

are  adjusted  to  reflect  the  DPFI  load-factor  standard  and  a  partial 

iranlementation  of  the  DEFI  discount-fare  adjustment,  the  indicated 

18/ 

trunkline  rate  of  return  for  FY  I97U  was  9.95  percent;   full  imple- 
mentation of  the  discount  fare  adjustment  would  undoubtedly  show  a 

12/ 

regulatory  rate  of  return  in  excess  of  the  DPFI  12  percent  standard. 

12/  Press  Release  CAB  71+-197,  September  13,  197U;  see  also 
Appendix  A  to  this  statement. 

■  Handbook  of  Airline  Statistics,  1973  Ed.  (hereinafter  cited 


"!^c 


^7  Press  Release  CAB  7^-197,  supra.  The  cited  return  figures 
are  adjusted  for  regulatory  depreciation  and  regulatory  investment  in 
accordance  with  the  standards  of  the  Domestic  Passenger-Fare  Investiga- 
tion, but  not  for  the  DPFI  load-factor  standard  or  the  DPFI  discount- 
fare  adjustment  (see  infra,  pp.  19-26). 

16/  196i+  -  9.61  percent;  I965  -  11.57  percent;  I966  -  10. I8  percent. 
Handbook,  p.  kU.. 

17/  Handbook,  p.  76. 

18/  Press  Release  CAB  7^-197,  supra.  The  figure  of  11. OB  percent 
shown  in  Appendix  A  hereto  results  from  further  adjusting  the  FY  197^ 
data  to  apply  1975  seating-configuration  standards,  as  is  appropriate 
in  appraising  a  fare  increase  to  be  applicable  in  1975. 

19/  See  discussion  infra,  pp.  19-26. 
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Furthermore,  citation  of  fiscal  197^  trunkline  figures  does  not 
do  justice  to  the  airlines'  current  level  of  profitability,  since 
calendar  1973  was  not  an  especially  profitable  year  for  the  trunks. 
Moreover,  the  local  service  carriers  (which  also  will  reap  the  bene- 
fits of  this  new  fare  increase,  although  the  carriers'  justifications 
are  based  entirely  on  the  trunklines'  asserted  revenue  needs)  have  been 
having  far  and  away  the  most  profitable  year  in  their  history,  having 
earned  operating  profits  of  over  $100  million  in  fiscaa  197^,  an 

increase  of  more  than  50  percent  from  the  preceding  fiscal  year,  and 

20/ 
nearly  double  their  profits  for  any  year  before  that.    In  the  second 

quarter  of  I97U  alone,  the  local  carriers  had  operating  profits  of  over 

$l40  million,  greater  than  the  full-year  profits  for  any  year  prior  to 

1972,  and  approaching  the  $52.6  million  earned  in  that  year.  For 

calendar  197^  as  a  whole,  industry  sources  are  predicting  net  profits 

after  taxes  in  excess  of  $100  million. 

Thus,  for  the  first  six  months  of  197^,  the  domestic  operating 

profits  of  the  scheduled  trunk  and  local  service  carriers  together 

reached  $U60  million,  compared  with  $^77  million  for  the  entire  year 

21/ 
1966,  the  most  profitable  in  airline  history  prior  to  this.   Moreover, 

207  Air  Carrier  Financial  Statistics  (hereinafter  cited  as 
"Financial  Statistics"),  June  197^  ed.,  p.  h;   Handbook,  p.  221. 

217  Financial  "Statistics ,  June  197^,  pp.  3,  '+,  22;  Financial 
Statistics,  March  197^+,  same  pp.;  Handbook,  pp.  2l8,  221.   In  our 
preliminary  statement  of  October  31-,  we  quoted  a  figure  of  $i+f+5  million 
for  the  first  six  months  of  197^.  This,  however,  included  a  first-half 
loss  of  $lU.6  million  for  Pan  American,  which  has  now  been  eliminated 
in  the  figure  cited  in  the  text,  supra.   (The  I966  figures  did  not  and 
do  not  include  Pan  American.)  The  comparison  is  still  not  exact  because 
the  1966  figures  are  on  a  U8-State  basis  while  those  for  197^  are  on  a 
50-State  basis;  however,  the  relative  orders  of  magnitude  of  the  figures 
are  not  affected  by  this  difference. 


May 
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airline  profits  (principally  domestic)  have  grovm  very  rapidly  in  recent 

months.  For  the  trunks  alone,  the  following  tabulation  shows  the  growth 

pattern,  especially  the  very  steep  rise  from  April  on: 

22/ 
System  Trunks,  197U  Cumulative  Year-to-Date  Operating  Profits 
($000,000) 

January  (  3.5) 

February  (26.6) 

March  33.0 

April  92.1 

The  rise  in  local  service  operating  profits  has  been  almost  equally 

steep.  For  the  first  eight  months  of  197^,  system  profits  of  the 

domestic  trunk  and  local  service  carriers  together  (excluding  Pan 

American)  reached  $72U  million,  compared  to  $602  million  for  the  same 

carriers  in  the  entire  year  of  I966  (at  a  time  when  international/ 

territorial  operations  were  producing  far  greater  profits  than  they 

are  today) . 

In  the  nine-months  reports  now  coming  in,  carrier  after  carrier 

is  announcing  all-time  record  profits.  A  preliminary  compilation  of 

unadjusted  nine-month  trunkline  operating  results,  appearing  in  the 

trade  press  since  we  issued  our  preliminary  statements,  shows  nine 

domestic  trunklines  alone  (omitting  National)  enjoying  operating 

profits  totaling  $61+14  million  and  net  profits  after  taxes  totaling 

2g/  These  figures,  based  on  monthly  reports  which  do  not 
separate  domestic  from  international/territorial  results,  include 
Pan  American.  Since  Pan  American's  cumulative  operating  loss 
through  August  1971+  was  $35.5  million,  the  profit  figures  for  the 
remaining  carriers  would  be  increased  by  PAA's  elimination.  We 
have  not  undertaken  to  do  this,  since  the  figures  are  cited  only 
to  show  the  very  rapid  upward  trend  of  trunk  operating  profits. 
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23/ 
$325  million.    Considering  the  profitability  of  National  Airlines 

and  the  fact  that  the  local  service  carriers  are  obviously  headed  for  an 

aJ-l-time  record  year,  it  is  apparent  that — absent  an  absolutely  disastrous 

fourth  quarter,  which  no  one  foresees — domestic  carrier  system  operating 

profits  in  197^  could  well  approach  or  even  exceed  a  billion  dollars. 

This  would  imply  net  profits  after  teixes  approaching  half  a  billion 

dollars  and  a  return  on  investment  approaching  or  exceeding  $800 

2V 
million  for  the  year.     The  overwhe]jning  bulk  of  these  profits 

will  be  on  the  domestic,  U8-State  operations  with  which  the  Board 
is  concerned  in  the  present  fare  case. 

We  have  detailed  these  current  airline  domestic  profit  figures 
at  length  because  the  news  has  been  dominated  for  months  by  the  con- 
tinued major  operating  losses  and  extremely  grave  financial  situation 
of  the  largest  U.S. -flag  international  airline,  plus  the  less  traumatic 
but  still  serious  losses  of  the  second  largest  such  airline  on  its  inter- 
national operations.  These  substantial  international  losses  have  tended 

23/  Aviation  Daily,  November  6,  197^,  p.  26  (back).  This  compi- 
lation understates  the  operating  revenues  of  American  Airlines  by  $100 
million,  although  the  column  total  is  correct.  Figures  for  National 
Airlines  were  not  available  because  of  its  recently  ended  strike;  how- 
ever, for  the  first  six  months  of  197^  this  carrier  had  an  operating 
profit  of  $39.2  million  and  a-  net  profit  after  taxes  of  $19.1  million. 
(Financial  Statistics,  March  and  June  197^.)  The  carrier  has  reportedly 
continued  to  be  profitable  through  its  strike,  in  large  part  because  of 
sizable  Mutual  Aid  Pact  payments  (including  over  $1  million  in  October 
from  financially  hard-pressed  Pan  American). 

2V  Interest  expense,  which  must,  be  added  back  to  net  profit 
after  taxes  to  give  retom  on  investment,  totaled  $286  million  in 
fiscal  197^  for  the  domestic  trunks  and  locals;  for  calendar  197^ 
the  figure  will  undoubtedly  substantially  exceed  $300  million. 
(Financial  Statistics,  June  197^ . ) 
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to  obscure  the  fact  that  the  domestic  schediiled  carriers  as  a 
class  are  today  in  excellent  financial  condition.  This  year  every 
domestic  carrier  is  profitable --after  a  nvmiber  of  years  during 
which  this  was  usually  not  the  case--and  in  most  cases  very  sub- 
stantially so.  Several  domestic  carriers  are  earning  considerably 
in  excess  of  a  12  percent  ret\im  on  investment,  and  the  domestic 
industry  as  a  whole  is  approaching  this  target. 

In  view  of  the  foregoing  facts,  which  are  really  not  open 
to  dispute,  there  is  simply  no  basis  whatever  for  any  assertion 
that  the  domestic  airlines  have  an  urgent  need  for  the  additional 
revenues  the  present  h   percent  fare  increase  will  bring  them. 
Certainly  the  inflationary  and  other  adverse  effects  of  the  fare 
increase  should  not  on  this  account  be  ignored. 

A  Further  Fare  Increase  Is  Not  Needed 
To  Offset  Fuel  Or  Other  Cost  Increases 

The  airlines'  claim,  accepted  by  the  Board,  is  that  a  further 

domestic  fare  increase  at  this  time  is  needed  "to  offset  current 

cost  increases  stemming  from  the  general  inflationary  economic 

climate  as  well' as  continued  high  fuel  costs."  The  rapid  rise  in 

domestic  airline  profits,  however,  in  the  face  of  these  alleged 
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inflationary  cost  increases,  demonstrates  that  no  such  need 
exists. 

By  April  of  this  year,  when  the  "tenrporary"  six  percent  fuel- 
related  fare  increase  took  effect,  domestic  fuel  costs  per  gallon 

had  already  risen  to  177  percent  of  the  average  level  diiring  the 

25/ 
year  ended  Jime  30,  1973.     Between  April  and  September,  fuel 

costs  rose  another  lU.U  percent,  to  203  percent  of  the  average 

FY  1973  level.   The  last  few  months  in  particular  have  seen  fuel 

prices  leveling  off;  between  Jime  and  September  197^>  they  increased 

at  an  average  rate  of  only  I.96  percent  per  month,  as  against  an 

average  monthly  increase  of  5.55  percent  compounded  from  FY  1973 

to  June  I97U,  or  5.89  percent  to  April  197^. 

Moreover,  the  really  significant  figure  for  present  purposes  is 

not  fuel  cost  per  gallon  but  fuel  cost  per  revenue  passenger-mile  (RPM). 

For  while  fuel  prices  were  rising  sharply,  so  was  fuel  productivity 

measured  in  RPM's  generated  per  gallon  of  fuel  consumed.   The  carriers 

have  achieved  this  gain  in  productivity  partly  by  groimding  or  reducing 

26/ 
the  utilization  of  their  least  fuel-efficient  aircraft,    partly  by 

operational  changes  which  have  reduced  fuel  consumption  per  plane-mile 

flown  with  the  same  aircraft,  but  mostly  by  reducing  the  plane-miles 


£57  See  Appendix  C  to  this  statement,  which  reproduces  data 

released  by  the  Board  in  a  press  release  on  October  2k,   197^  (Press 
Release  CAB  7^-23l). 

26/  See  further  discussion  of  this  infra,  pp.  33-39. 
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flown  to  generate  a  given  number  of  revenue  passenger-miles — which  is 
to  say,  by  carrying  the  seime  number  of  passengers  on  fewer  flights. 
Schedule  reductions  were  forced  on  the  carriers  by  the  acute  scarcity 
of  petroleum  products  brought  about  by  the  Arab  oil  boycott  of  October 
1973.  Moreover,  beginning  shortly  thereafter,  the  Federal  Government's 
Mandatory  Fuel  Allocation  Program  limited  the  carriers  to  a  specified 
fraction  of  their  1972  fuel  usage — when,  indeed,  they  could  obtain  this 
quantity  of  fuel  from  their  suppliers,  which  was  not  always  the  case. 

The  greatly  increased  price  of  fuel  also  gave  the  carriers  the 
strongest  possible  economic  incentive  to  conserve  on  its  use  in  every 
way  feasible.  Responding  to  these  pressures  and  incentives,  they  cut 
schedules,  raised  load  factors,  adjusted  operating  procedures,  grounded 
and  reduced  utilization  of  fuel-inefficient  aircraft,  and  by  all  of 
these  means  very  markedly  increased  the  number  of  revenue  passenger- 
miles  produced  per  gallon  of  fuel  burned.  This  increase  in  fuel 
productivity  has  offset  much  of  the  increased  cost  of  fuel  per  gallon 
since  fiscal  1973  (the  base  period  usually  cited),  and  we  believe  has 
entirely  offset  the  fuel  cost  increase  not  allowed  for  in  the  6  per- 
cent fuel-related  fare  increase  of  last  April,  which  is  now  made 
permanent.  Again,  our  evidence  for  this  conclusion  is  the  rapidly- 
increasing  profits  of  the  domestic  carriers  since  the  6  percent 
increase  went  into  effect. 


M  Energy  Policy  Office  Reg.  1,  October  12,  1973,  38  Fed. 
60,  and  subsequent  amendments  thereto;  see  10  C.F.R.  Part 
211,  Subpart  H. 
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As  for  general  inflationary  trends  in  the  economy,  no  sane  person 
doubts  the  existence  of  these  trends,  but  the  real  question  is  whether 
and  to  what  extent  they  have  been  offset  by  increased  productivity  in 
this  specific  industry.  The  same  factors  which  have  offset  fuel  cost 
increases--particularly  schedule  cutbacks  and  the  consequent  general 
increase  in  load  factors--have  also  offset  other  types  of  cost  increases 
Thus,  for  instance,  increased  wage  rates  have  imdoubtedly  raised  the 
cost  of  producing  an  available  seat-mile  (ASM),  despite  the  continued 
gain  in  labor  productivity  measured  in  ASM's  per  man-hour.   But  higher 
load  factors  have  meant  a  considerable  gain  in  revenue  passenger-miles 
generated  per  ASM  flown,  thereby  offsetting  the  increased  cost  of  pro- 
ducing an  ASM.  Again,  the  rapidly  increasing  operating  profits  of  the 
domestic  carriers  during  the  current  year  is  the  best  evidence  that 
productivity  gains  stemming  from  schedule  cutbacks  and  other  causes, 
together  with  the  fare  increases  already  granted  prior  to  this  time, 
have  more  than  offset  such  inflationary  cost  increases  as  the  airlines 
have  experienced. 

It  is  to  be  understood  that  we  have  heretofore  been  discussing 
.the  airlines'  profits  before  application  of  the  DPFI  standards.   The 
application  of  the  DPFI  load-factor  standard,  in  particular,  has  the 
effect  of  discounting  in  advance  all  of  the  increase  in  the  carriers' 
actual  load  factors  up  to  55  percent.   That  does  not  change  the  fact 
that  the  carriers'  actual  cash  operating  results  have  been  greatly 
improved  as  a  result  of  rising  load  factors.   But  when  we  come  to  con- 
sider the  carriers'  operating  results  as  adjusted  in  accordance  with 
DPFI  standards,  the  argument  shifts  groimd.   In  the  next  sections  of 
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this  statement  we  will  show  that  DPFI  standards  have  not  in  fact  been 
fiilly  applied;  that  their  full  application  would  show  the  fare  increase 
to  be  unjustified  in  DPFI  terms;  and  that  in  any  case  the  data  and  pro- 
jections to  which  the  Board  is  purporting  to  apply  DPFI  standards  is 
distorted- by  the  effects  on  non-recurring  factors. 

Full  Application  of  the  Standards  of  the  Domestic  Passenger -Fare 
Investigation  Shows  That  the  Fare  Increase  is  Unjustified 

The  press  release  announcing  the  Board's  decision  to  allow  the  addi- 
tional h   percent  fare  increase  to  take  effect  states  that: 

"A  Board  majority  concluded  that  even  with  the  k   percent 
increase,  domestic  trunkline  earnings,  after  application 
of  the  ratemaking  standards  of  the  Domestic  Passenger -Fare 
Investigation,  woiild  not  exceed  the  12  percent  rate  of 
return  standard." 

The  calculations  which  purport  to  demonstrate  this  conclusion  are  set 

forth  in  Appendix  A  to  this  statement,  and  are  in  most  respects  identical 

28/ 
to  those  contained  in  the  Board's  September  13,  197^,  press  release. 

However,  the  plain  fact  of  the  matter  is  that  the  Board  has  not 

applied  all  of  the  ratemaking  standards  of  the  DPFI.   Specifically,  it 

has  (l)  failed  to  implement  fully  the  discount-fare  adjustment  required 

by  the  Board's  decision  in  Phase  5  of  the  DPFI,  and  (2)  made  no  provisior 

for  updated  implementation  of  the  determination  in  Phase  7  of  the  DPFI 

to  treat  belly-cargo  revenues  as  an  offset  against  the  cost  of  operating 

combination  aircraft  which  carry  both  passengers  and  cargo.   Of  these, 

the  former  is  much  the  more  important,  since  full  implementation  of  the 

2S7  Press  Release  CAB  7^-197,  supra  note  13.  The  calciaations  in 
the  second  column  of  Appendix  A  make  a  further  adjustment  to  the  base- 
year  data,  over  and  above  those  made  in  the  press-release  calculations, 
to  reflect  the  Board's  DPFI  Phase  6A  seating  standards  effective  January 
1975.  Also,  a  fourth  coliimn  is  added  which  purports  to  show  the  adjusted 
industry  rate  of  -retujcn  following  allowance  of  the  further  h   percent  fare 
increase. 
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discoimt-fare  adjustment  wo\ild  by  itself  bring  the  domestic  trunklines' 

indicated  rate  of  retiim  to  well  over  12  percent  without  the  additional 

h   percent  taxe   increase,  thus  showing  the  fare  increase  to  be  unwarranted 

\mder  DPFI  standards. 

29/ 
In  its  DPFI  Phase  5  decision,    the  Board  passed  on  the  lawfulness 

of  only  the  four  specific  discount  fares — youth  standby,  youth  reserva- 
tion, family,  and  Discover  America — which  were  litigated  in  the  proceeding. 
Nevertheless  it  drew  a  number  of  broad  concltisions  concerning  future 
discount -fare  policy  from  its  study  of  these  four  fares.  In  particTilaj:, 

the  Board  announoed  that  in  the  future  it  intended  to  avert  any  burdening 

30/ 
effect  of  any  and  all  types  of  discount  fares  on  normal  coach  faxes    by 

an  adjustment  which  wo\ild  assume,  for  purposes  of  calc\ilating  normal  fajres, 

that  the  discovmt  fares  were  not  part  of  the  fare  struct-ure. 

This,  it  was  indicated,  would  involve  determining  what  proportion 

of  the  carriers'  reported  discount  passengers  were  generated  (i..e. , 

induced  to  travel  by  air)  by  the  discount  fares,  and  what  proportion 

would  have  traveled  by  air  anyway  and  were  merely  diverted  by  the 

discount  fares  from  higher-fare  air  travel.  Once  such  a  generation/ 

diversion  ratio  was  determined,  for  purposes  of  the  adjustment 

generated  passengers  would  be  assigned  to  be  lost  to  the  airlines, 

and  both  the  generated  revenues  and  the  assumed  non-capacity  costs 

297  Order  72-12-18,  December  5,^1972. 

30/  The  Board  found  that  discount  faxes,  silthoiigh  sometimes 
useful  on  a  short-term  basis  in  helping  to  fill  empty  seats  at  times 
of  excess  industry  capacity,  have  a  long-term  tendency  to  burden 
normal  fares  because  (a)  the  csirriers  tend  to  schedule  and  plan 
aircraft  acq\iisitions  on  the  basis  of  all  traffic,  reduced-fare  as 
well  as  full-fare;  and  (b)  when  some  passengers  pay  less  than  their 
full  allocable  costs  of  carriage,  the  other  passengers  ultimately 
must  pay  more,  unless  the  carriage  of  the  discoimt  passengers  has 
the  effect  of  reducing  unit  costs  for  all — something  which,  the 
Board  found,  simply  does  not  happen  in  the  airline  industry. 
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of  handling  such  passengers  would  be  subtracted  from  their  reported 
operating  results.  Diverted  passengers,  on  the  other  hand,  would  be 
assumed  to  travel  once  more  at  full  fares,  and  the  appropriate  addi- 
tions would  be  made  to  reported  revenues  to  reflect  this. 

The  Board  did  not  undertake  to  implement  the  discount-fare 

32/ 
adjustment  in  Phase  7  of  the  DPFI  itself.     In  September  1973,  how- 
ever, when  the  carriers  sought  their  first  post-Phase  7  fare  increase, 
the  Board  announced  that  it  would  implement  the  discount-fare  adjustment 
with  respect  to  the  four  litigated  discount  fares  (family,  youth,  and 
Discover  America) ,  as  to  which  generation/diversion  ratios  had  been 
specifically  determined  in  the  Phase  5  decision.    Implementation  as 
to  the  numerous  remaining  types  of  discount  fares  was  postponed,  both 
because  the  Board  believed  a  phase-in  process  was  desirable  (as  with 
several  other  DPFI  standards)  and  because  no  data  was  available  as  to 
the  generation/diversion  ratios  associated  with  other  types  of  discount 
fares.  A  rulemaking  proceeding  to  explore  inter  alia  the  means  of 
further  implementing  the  Phase  5  discount-fare  adjustment  was  foreseen. 

"^     For  illustrations  of  how  this  adjustment  is  performed,  see 

Appendix  B  to  this  statement. 

32/  Members  Minetti  and  Murphy  dissented  from  the  Board  s 
conclusion  that  the  family  and  youth  fares  were  unduly  discrimina- 
tory and  hence  unlawful,  but  not  from  the  Board's  policy  conclusions 
concerning  the  future  treatment  of  discount  fares  in  setting  normal 
fares.  On  reconsideration,  in  Order  73-5-2,  May  1,  1973,  Member 
Minetti  dissented  from  the  Board's  decision  not  to  remand  the  pro- 
ceeding for  a  determination  of  how  much  normal  fares  should  be 
reduced  to  compensate  for  the  elimination  of  the  discount  fares 
which  the  Board  had  determined  to  be  unlawful  and  ordered  phased 
out .  ,  . 

3^  Order  73-9-108,  September  28,  1973,  at  p.  4. 
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It  now  appears,  however,  that  there  is  no  need  for  a  long-drawn-out 
data-gathering  process  in  order  to  implement  the  discount-fare  adjustment 
with  respect  to  the  remaining  discount  fares.  Briefly,  it  turns  out  that 
the  exact  generation/diversion  ratio  assumed  in  making  the  adjustment  has 
very  little  influence  on  the  rate  of  return  which  emerges  from  the  calcu- 
lation after  the  adjustment  is  made.  In  other  words,  regardless  of  whether 
any  particular  discount  fare,  or  all  discount  fares  as  a  class,  are  assumed 
to  be  highly  generative  (and  thus  profitable)  or  highly  diversionary  (and 
thus  unprofitable),  when  the  effects  of  the  discount  fare  or  fares  are 
removed  and  the  required  load-factor  adjustment  is  made  to  restore  the 
55  percent  standard  load  factor,  very  much  the  same  rate  of  return  is 
indicated.  The  volume  of  discount-fare  traffic  and  the  average  depth 
of  the  discounts  (both  readily  available  data)  turn  out  to  be  the  truly 
significant  factors  in  the  calculation,  and  not  the  generation/diversion 
ratio,  which  is  always  difficult  to  determine. 

Thus  immediate  full  implementation  of  the  discount-fare  adjustment 
is  now  seen  to  be  entirely  feasible,  and  the  only  real  remaining  question 
is  whether  such  implementation  at  this  time  is  desirable  as  a  matter  of 
policy.  To  us  the  case  for  immediate  full  implementation  seems  unanswer- 
able. First,  implementation  of  the  adjustment  is  anti-inflationary,  a 


314./  Since  any  generation/diversion  ratio  can  thus  be  assumed  without 
danger  of  substantial  injustice,  the  most  logical  ratio  appears  to  be  a 
break-even  ratio — that  is,  a  ratio  of  generation  to  diversion  under  which 
the  revenue  gained  from  generated  traffic,  less  the  out-of-pocket  cost  of 
handling  such  traffic,  is  just  equal  to  the  revenue  lost  from  the  down- 
faring  of  diverted  traffic.  This  break-even  ratio  is  directly  calculable 
from  the  average  effective  percentage  discount.  The  generation/ diversion 
ratios  determined  for  the  family,  youth,  and  Discover  America  fares  in  the 
Board's  DFFI  Phase  5  decision  were  in  fact  all  quite  close  to  their  break- 
even ratios,  !_.£.,  these  fares  were  all  found  to  be  either  slightly  profit- 
able or  slightly  unprofitable  under  the  Board's  so-called  "profit-impact" 
test.  In  the  present  case,  however,  as  will  be  seen,  it  mak:es  no  ultimate 
difference  what  generation/diversion  ratio  is  assumed. 
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consideration  we  think  is  entitled  to  the  greatest  possible  weight,  par- 
ticularly in  view  of  the  present  prosperity  of  the  domestic  airlines. 

Second,  the  Board  has  been  promising  at  least  since  mid-1971,  in 
a  long  series  of  orders  allowing  carriers  to  experiment  with  discoimt 
fares,  that  the  risks  of  this  experimentation  would  have  to  be  borne 
by  the  carriers,  and  not  by  the  normal-fare-paying  public.   Failure 
to  implement  the  adjustment  now  means  that  normal  fares  will  continue 
to  be  burdened  by  the  effects  of  these  discount  fares,  which  is  pre- 
cisely what  the  Board  promised  it  would  not  permit  to  happen. 

Third,  it  has  been  approximately  a  year  since  the  Board  imple- 
mented the  adjustment  with  respect  to  the  four  litigated  discoimt 
fares,  which  at  the  time  represented  very  close  to  half  of  the  total 
discount-fare  traffic.  No  visibly  adverse  consequences  followed  this 
half-way  implementation.   This  strongly  suggests  that  full  implementa- 
tion of  the  adjustment  with  respect  to  the  remaining  discount  fares 
is  appropriate  at  the  present  time,  now  that  the  one  major  apparent 
obstacle  in  the  path  of  doing  so  is  seen  not  to  be  an  obstacle  after 
all.   On  the  other  hand,  since  the  fo\ir  litigated  discount  fares  have 
now  themselves  been  entirely  phased  out  of  existence  as  of  Jvne   1,  197^ > 
failure  to  implement  the  adjustment  as  to  additional  discount  fares  will 
mean  that  it  is  no  longer  being  implemented  as  to  any  currently  effective 
discoimt  fares--an  intolerable  step  backward,  from  our  point  of  view. 

Finally,  recent  monthly  reports  from  the  carriers  on  the  volume 
and  composition  of  their  discount-fare  traffic  suggest  an  urgent  need 
for  firrther  implementation  of  the  adjustment.   In  brief,  several 
carriers  in  June,  Jiily,  and  Aiagust  have  reported  extremely  sharp 
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declines  in  discount  traffic  and  equally  shai^p  increases  in  full-fare 

traffic,  to  an  extent  which  appears  to  go  considerably  beyond  what 

woiild  have  been  expected  following  the  final  phase-out  of  the  four 

litigated  discount  fares  on  June  1.  For  instance,  Eastern  reported 

that  its  ratio  of  discount  to  total  traffic  declined  in  August  to 

13.0  percent,  down  from  U6.9  percent  a  year  earlier.  This  involved 

a  69  percent  year-to-year  decrease  in  discount  traffic,  coupled  with 

an  81  percent  increase  in  full-fare  traffic.  ALnost  equally  dramatic 

shifts  from  discount  to  full-fare  traffic  appear  in  the  reports  of 

Delta  and  United. 

To  the  extent  that  these  shifts  simply  reflect  the  final  phase-out 

of  the  family,  youth,  and  Discover  America  fares,  of  course,  they  are 

compensated  for  in  the  rate-of-retum  calculation  by  the  portion  of 

the  discount-fare  adjustment  already  implemented.  However,  there  are 

indications  that  many  of  the  carriers  are  also  quietly  dropping  other 

discount  fares  which  they  have  found  to  be  unproductive.  Moreover, 

33/ 
the  Board's  recent  order  to  show  cause,    calling  on  the  carriers 

to  place  expiration  dates  on  all  but  a  few  of  their  discount  fares 

not  already  bearing  such  dates,  can  be  expected  to  result  in  a 

further  extensive  shakeout  of  unproductive  discount  fares. 

To  the  extent  that  the  carriers  have  been  dropping  and  will 

hereafter  drop  discount  fares  not  covered  by  the  discount-fare 

adjustment  already  implemented,  they  have  been  enjoying  and  will 


"227  Order  7i+-10-49,  October  9,   197^+. 
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hereafter  enjoy  gains  in  their  average  fare  yield  per  mile  which  are 
not  reflected  in  the  Board's  rate-of-retum  calculation.   In  other 
words,  although  the  return  calculation  in  Appendix  A  has  been  adjusted 
to  annualize  the  increases  in  normal  fares  which  the  carriers  have  been 
granted  during  the  base  year  (fiscal  197^),  it  has  not  been  adjusted  to 
reflect  their  further  recent  gains  in  average  fare  yield  stemming  from 
the  shift  from  discount-fare  to  normal-fare  traffic,  except  to  the 
extent  this  shift  represents  only  the  phase-out  of  family,  youth,  and 
Discover  America  fares.  Absent  such  an  adjustment,  the  calculation 
falsely  shows  the  carriers  as  needing  additional  revenues  which  they 
are  already  in  fact  receiving.  This  alone  would  be  a  pressing  reason 
for  further  implementation  of  the  discount-fare  adjustment  at  this 
time. 

We  stated  earlier  that  full  implementation  of  the  discount-fare 
adjustment  would  lead  to  the  conclusion  that  no  further  fare  increase 
was  justified  at  this  time.  As  the  calculation  in  the  third  column  of 
Appendix  A  shows,  the  adjusted  rate  of  return  under  present  fares — 
including  the  6  percent  fuel-related  increase  of  last  spring,  but  not 
including  the  new  h   percent  increase — for  a  future-year  period  at 
assumed  cost  levels  of  December  31,  197^,  comes  out  to  8.8l  percent. 
As  shown  in  Appendix  B  to  this  statement,  implementation  of  the 
discount-fare  adjustment  as  to  the  remaining  discount  fares,  assuming 
a  break-even  generation/diversion  ratio  for  these  fares  as  a  group, 
brings  the  projected  trunkline  rate  of  return  without  the  new  k   per- 
cent fare  hike  to  13.^5  percent.  To  illustrate  again  the  relatively 
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minor  effect  on  the  result  of  wide  changes  in  the  generation/diversion 

ratio  assiitned,  Appendix  B  also  calculates  the  industry  rate  of  return 

assuming  first  a  25/75  percent  and  then  a  75/25  percent  ratio;  the 

36/ 
results  are  a  13.9^  and  a  12. U8  percent  rate  of  return,  respectively. 

On  the  other  hand,  with  the  h   percent  fare  increase.  Appendix  B  p.  5 

shows  that  full  implementation  of  the  discount -fare  adjustment  gives 

a  rate  of  return  of  16.78  percent,  or  nearly  5  percentage  points  above 

the  Board's  12  percent  standard. 

The  conclusion  is  thus  inescapable  that  the  carriers  can  achieve 

the  12  percent  return  standard,  under  application  of  all  other  DPFI 

ratemaking  standards,  without  a  further  ^4  percent  fare  increase  at 

this  time,  and  that  such  an  increase  will  res\ilt  in  an  excessive  rate 

of  return.   The  Board  was  fully  aware  of  all  the  considerations 


3b/  For  the  remaining  discoimt  fares  as  a  group,  the  bresik-even 
generation/diversion  ratio  proves  to  be  U3.65  percent  generation, 
56.35  percent  diversion.  A  25/75  percent  ratio  would  imply  that  the 
remaining  discount  fares  as  a  group  are  exceedingly  unprofitable,  so- 
much  so  that  the  carriers  could  increase  their  operating  profits  by 
some  $267  million  and  their  rate  of  return  by  nfearly  2-1/2  percentage 
points  simply  by  abolishing  these  discoiint  fares.  At  the  other  extreme, 
a  75/25  percent  ratio  would  be  extremely  high  for  the  remaining  discount 
fares  as  a  group,  in  view  of  the  broad  availability  of  many  of  these 
fares.   (Such  a  ratio  woxild  also  imply  that  these  fares  are  making  a 
$382  million  profit  contribution  on  a  short-term  basis.)  We  are  not 
aware  of  any  instance  where  the  Board  has  found  a  broadly  available 
discount  fare  to  have  a  generation  factor  as  high  as  75  percent.   It 
should  be  noted  that  even  assumption  of  an  impossibly  high  generation/ 
diversion  ratio  of  90/IO  percent  would  give  a  rate  of  return  of  over 
12  percent  without  the  fare  increase. 
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37/ 
discussed  herein.     We  accordingly  find  it  diffici^Lt  to  imderstand  why 

the  Board  has  failed  to  go  forward  with  further  implementation  of  the 
DPFI  discount-fare  adjustment  when  this  has  been  shown  to  be  both 
entirely  feasible  and  vitally  important. 

Belly-Cargo  Revenue  Offset.   In  Phase  7  of  the  DPFI  the  Board 
decided  that,  in  determining  the  needed  level  of  passenger  fares,  the 
revenues  derived  from  carriage  of  cargo,  express,  and  mail  (hereinafter 
referred  to  collectively  as  "cargo")  in  the  bellies  of  combination 
passenger- cargo  aircraft,  after  deduction  of  the  specifically  ascertain- 
able costs  of  handling  these  traffics,  should  be  treated  as  an  offset 

38/ 
against  the  direct  operating  costs  of  these  aircraft.     In  the  Phase  7 


37/  Specifically,  the  Board  had  before  it  at  its  meetings  on 
this  issue  a  staff-done  calciilation  showing  that  full  implementation 
of  the  discovmt-fare  adjustment  would  bring  the  trunkline  rate  of 
return  for  a  projected  future  year,  without  the  new  h   percent  fare 
increase,  to  13.18  percent.  This  calculation  embodied  several  addi- 
tional refinements  which  we  have  chosen  not  to  incorporate  in  Appendix  B; 
thus,  it  took  into  account  the  somewhat  greater  average  length  of  haul 
of  discount-fare  passengers  vis-a-vis  regular-fare  passengers,  and  when 
eliminating  the  costa  of  generated  passengers  it  based  these  on  coach 
costs  rather  than  overall  average  passenger  costs.   In  the  interests  of 
greater  understandability,  we  have  chosen  to  depart  as  little  as  possible 
from  the  manner  in  which  the  discount-fare  adjustment  has  been  made 
heretofore.  Our  only  departures  were  the  use  of  the  break-even  generation, 
diversion  ratio  and  the  demonstration  that  the  ratio  assumed  makes   little 
difference  in  the- outcome--both  being  matters  as  to  which  the  Board  has 
been  fully  briefed  over  the  past  two  months.  Since  the  principal  numeri- 
cal resiat  shown  in  Appendix  B  (13.U5  percent)  differs  by  only  a  fraction 
of  a  percentage  point  from  that  which  the  Board  had  before  it  (13.18 
percent),  and  since  both  sets  of  calculations  point  to  the  identical 
conclusion--that  the  fare  increase  is  unwarranted- -we  do  not  think  that 
the  Board  can  legitimately  claim  "surprise"  as  to  the  Appendix  B 
calculations. 

38/  Order  7I-U-59/60,  April  1,  1971.  Members  Minetti  and  Murphy 
dissented  on  this  issue;  they  woiild  have  preferred  a  "fully  allocated" 
costing  approach  which  would  have  obviated  the  present  problem  (see 
infra,  note  hs) . 
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hearing  record  the  Board  had  before  it  comprehensive  data  on  belly- 
cargo  revenues,  load  factors,  yields,  and  the  like  which  enabled  it 
to  carry  out  accurately  the  computations  required  by  this  "by-product" 
or  "revenue  offset"  approach  to  the  costing  of  cargo  traffic  in  passen- 
ger aircraft.   Our  complaint  here  is  that  the  Board  has  devised  no 

continuing  method  of  carrying  out  these  computations  in  the  face  of 

32/ 
changes  in  belly-cargo  yields  and  load  factors.     As  a  result,  we 

believe  that  the  Board's  present  computations  materially  understate 
the  cargo  revenues  which  should  be  offset  against  aircraft  operating 
costs  in  determining  fares. 

During  the  fiscal  197^  base  year,  ajid  subsequent  thereto,  the 
Board  has  allowed  a  whole  series  of  cargo  rate  increases  for  virtually 
all  carriers,  suspending  the  increases  proposed  only  where  they 
appeared  to  be  above  fully  allocated  costs  as  developed  by  the  Bureau 
of  Economics  in  its  exhibits  in  the  Domestic  Air  Freight  Rate  Investiga- 
tion, currently  pending  before  an  administrative  law  judge  of  the  Board. 
Although  the  Board's  return  calculations  in  Appendix  A  have  been 
adjusted  to  annualize  passenger  fare  increases  taJcing  effect  during 
and  since  the  base  period,  no  mechanism  has  been  developed  to  simi- 
larly annualize  these  cargo  rate  increases. 


39/  See  the  partial  dissent  of  Members  Minetti  and  Murphy 
in  Order  72-8-50,  August  12,  1972,  wherein  they  pointed  out  this 
deficiency  in  implementing  the  Board's  Phase  7  decision. 
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At  the  same  time,  belly- cargo  load  factors  have  markedly  increased. 
Among  the  carriers'  reactions  to  last  winter's  fuel  crisis  was  a 

Uo/ 

major  cutback  in  all- cargo  schedules.     In  many  markets,  all- cargo 
schedules  were  eliminated  altogether.   The  effect  was  to  shift  a 
considerable  vol\;mie  of  cargo  traffic  that  had  used  all-cargo  service-- 
the  revenues  and  costs  of  which  are  treated  entirely  separate  and 
apart  from  those  of  passenger  service--to  belly  service  in  passenger 
aircraft.  At  the  same  time,  the  simultaneous  cutback  in  passenger 
schedules  had  the  effect  of  raising  belly  load  factors  just  as  it 

ki/ 

raised  passenger-compartment  load  factors. 

The  combined  effect  of  these  events  has  been  a  sharp  increase 
in  belly-cargo  revenues  per  available  seat-mile  flown  in  passenger 
service,  both  because  substantially  more  tons  of  cargo  are  aboard 
the  average  flight  and  because  the  cargo  rate  yield  per  ton-mile  has 
risen  substantially.  We  have  not  been  shown  that  these  increased 
cargo  revenues  per  ASM,  which  under  the  "revenue  offset"  approach 

^07  As  Appendix  C  indicates,  this  all-cargo  cutback  was  con- 
siderably deeper  than  the  cutback  in  passenger  schedules. 

]y/  Of  course  the  DPFI  load-factor  adjustment  has  an  impact 
on  cargo  as  well  as  passenger  load  factors,  but  because  of  the 
additional  elements  cited  above  (notably  the  shift  of  cargo  from 
all-cargo  to  combination  flights),  we  do  not  believe  the  improve- 
ment in  belly-cargo  load  factors  has  been  adequately  accounted  for. 
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are  to  be  deducted  from  unit  operating  costs  per  ASM,  have  in  fact 

U2/ 
been  properly  reflected  in  the  Board's  fare-increase  calculations. 

We  are  told  that  the  necessary  data  are  not  available  to  permit 

accurate  calculation  of  belly-cargo  revenues  per  ASM  at  an  annualized, 

updated  level  similar  to  that  calculated  for  passenger-fare  yields. 

To  us  this  is  not  an  acceptable  excuse  for  failure  to  implement  a 

significant  aspect  of  the  DPFI  ratemaking  standards — particularly 

where  the  Board  deliberately  chose  the  present  standard  over  an 

alternative  one  which  would  not  have  involved  the  same  problems. 

Rather,  we  consider  it  the  Board's  duty  to  obtain  the  necessary  data 

with  all  practicable  speed,  and  in  the  meantime  to  suspend  the  fare 

increase  pending  investigation. 


U2/  It  is  suggested  that,  since  belly-cargo  revenues  have 
in  the  past  amounted  to  only  about  7  percent  of  total  operating 
expenses  in  passenger  service,  recent  increases  in  belly-cargo 
revenues  cannot  possibly  have  a  significant  effect  on  the  present 
passenger-fare  calculations.  It  is  also  suggested  that  unit 
operating  costs  have  increased  as  fast  or  faster  than  cargo  rate 
yields.  Both  of  these  suggestions,  it  seems  to  us,  ignore  the 
multiplier  effects  of  simultaneous  cargo  rate  increases,  cutbacks 
in  passenger  schedules,  and  enforced  shifts  of  cargo  from  all- 
cargo  to  passenger  flights.  At  any  rate,  we  have  not  been  shown 
any  calculation  which  convincingly  demonstrates  that  the  het  effect 
of  these  changes  on  the  passenger- fare  calculations  is  negligible. 

^3/  Under  the  alternative  "fully  allocated  costs"  standard, 
fixed  percentages  would  have  been  determined  for  allocating  the 
operating  costs  of  combination  aircraft  among  passengers  and  their 
baggage,  cargo,  express,  and  mail.  Accordingly,  any  disproportionate 
rise  in  cargo  revenues  per  plane-mile  flown  would  simply  improve 
the  profitability  of  belly-cargo  service,  which  would  be  treated  as 
a  separate  ratemaking  entity,  and  would  not  affect  passenger-fare 
calculations  at  all. 
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Proper  Adjustment  of  the  Board's  Cost  Inflation  Factor  to 

Remove  the  Distorting  Influence  of  Nonrecurring  Events  Last 

Winter  Would  Show  that  No  Fare  Increase  is  Warranted 

The  calculations  on  which  the  Board  relied  in  approving  the 
k   percent  fare  increase,  as  set  forth  in  its  press  release  of  September  13 
I97U,    and  in  Appendix  A  hereto,  include  a  unit-cost  inflation  factor 
of  10.91  percent  per  anniim,  based  on  a  comparison  of  reported  trunkline 
operating  results  for  the  year  ended  J\me  30,  197^,  before  ratemaking 
adjustments,  with  those  for  the  previous  fiscal  year.     This  inflation 
factor  is  very  markedly  higher  than  the  factors  determined  for  preceding 
periods;  thus,  for  calendar  1973  the  inflation  factor  determined  was 
5.19  percent,  while  for  the  12  months  ended  March  31,  197'+r  it  was 


W/     Press  Release  CAB  7'+-197,  supra  note  13. 

55/  The  inflation  factor  is  calculated  by  dividing  total  reported 
trunkline  operating  costs  for  the  base  year  (here  FY  197^)  by  the  total 
available  seat-miles  (ASM's)  flown  during  the  year,  and  comparing  this 
with  the  comparable  figure  of  operating  cost  per  ASM  for  the  preceding 
year  (here  FY  1973).   It  is  then  assumed  that  unit  operating  costs  are 
rising  at  a  constant  rate,  and  hence  that  the  level  of  unit  costs  as 
of  the  midpoint  of  the  year  following  the  base  year  (here,  as  of 
December  31,  197^,  the  midpoint  of  FY  1975)  will  be  as  much  above  the 
average  level  of  unit  costs  during  the  base  year,  as  the  latter  were 
above  those  for  the  preceding  year.   In  other  words,  it  is  assumed 
here  that  the  level  of  unit  costs  as  of  December  31,  197*+,  will  be 
110.91  percent  of  .the  average  unit  costs  for  FY  197^,  just  as  the  latter 
were  110.91  percent  of  the  average  unit  costs  for  FY  1973. 

Of  course,  basing  a  fare  increase  to  take  effect  on  November  1 
or  November  15  on  an  assumed  level  of  costs  which  is  not  expected  to 
be  reached  until  December  31  of  the  same  year  involves  a  small  but 
distinct  breach  of  the  Board's  long-standing  and  eminently  sound  policy 
of  recognizing  only  cost  increases  which  have  actually  occiirred  at  the 
time  of  a  ratemaking  action,  and  not  those  which  are  anticipated  to 
occur  in  the  future,  even  the  near  future.  At  a  time  of  rampant  infla- 
tion, and  when  the  carriers  have  no  immediately  pressing  need  for  the 
additional  revenues,  we  do  not  believe  that  even  such  minor  departvires 
from  past  sound  ratemaking  policy  are  excusable  when  they  contribute 
to  inflation,  as  this  one  does.  But  this  particular  departure,  although 
regrettable,  is  not  the  piincipal  object  of  o\ir  present  criticism. 
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6. 51+  percent.     In  its  September  13  press  release,  the  Board  expressed 
the  view  that  the  10.91  percent  inflation  factor  calculated  for  FY  197^ 
was  probably  distorted  by  the  influence  on  FY  197U  unit  costs  of  such 
significant  nonrecurring  factors  as  last  winter's  abrupt  schedule  cut- 
backs due  to  acute  fuel  shortages  and  its  exceptionally  rapid  increases 
in  fuel  prices: 

"    "The  Board  noted  that  the  fiscal  year  covered  by  the 
^ate-of-return^  tabulation  includes  eight  months  of  opera- 
tions under  the  Federal  Mandatory  Fuel  Allocation  Program. 
As  a  result,  it  is  likely  that  unit  costs  were  abnormally 
high  because  of  service  cutbacks,  coupled  with  substantial 
increases  in  jet  fuel  prices,  since  November  1,  1973j  and, 
therefore,  are  not  necessarily  representative  of  future 
period  results .  Available  ton-mile  costs  for  the  trunks ' 
domestic  services  increased  17.7  percent  during  the  fiscal 
year  ended  June  30,  197^,  a  substantial  increase  when  com- 
pared to  the  6.9  percent  increase  during  the  fiscal  year 
ended  June  30,  1973.  These  unit  costs  increased  25.^  per- 
cent during  the  quarter  ended  June  30,  197^  over  the  same 
period  in  1973.  The  change  during  the  seme  quarter  in  1973 
over  1972  was  5.2  percent.  The  Board  believes  that  there 
were  significant  one-time  nonrecurring  costs  related  to 
capacity  cutbacks  during  this  fiscal  year.  The  Board 
believes,  therefore,  that  future  cost  trends  shoiild  reflect 
a  more  normal  rate  of  inflation."   (emphasis  added) 

When  it  came  time  to  pass  judgment  on  the  proposed  h   percent  fare 
increase,  however,  the  Board  had  nothing  to  say  about  the  distortion  of 
the  reported  FY  197U  unit  costs  by  nonrecurring  factors,  and  no  adjust- 
ments were  made  in  the  rate-of-ret\irn  calculations  to  compensate  for  such 
factors  and  eliminate  the  distortion  they  cause.  We  can  see  no  justifica- 
tion for  this  failure  by  the  Board  to  follow  throiogh  on  its  earlier  state- 
ment. As  for  the  carriers'  contentions  that  there  were  no  such  nonrecurring 
factors  in  the  FY  I97U  unit  costs,  we  find  these  arguments  wholly  uncon- 
vincing.  On  the  contrary,  it  is  quite  evident  that  there  were  such  factors. 


~^     Press  Release  CAB  7I+-I88,  August  23,  197^. 
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and  precisely  in  the  eireas  cited  in  the  Board's  September  press  release-- 
the  areas  of  schedule  cutbacks  and  fuel  price  increases. 

It  shovild  be  emphasized  that  the  problem  of  temporary,  nonrecurring 
factors  is  not  that  they  result  in  misrepresenting  the  actual  unit  costs 
for  the  base  year--they  do  not--but  that  they  distort  fut\ire-year  pro- 
jections of  unit  costs,  and  do  so  in  double  measure.  To  illustrate, 
suppose  that  in  the  absence  of  nonrecurring  factors,  unit  costs  during 
the  base  year  would  have  been  the  same  as  diiring  the  preceding  year. 
Unit  costs  as  of  the  midpoint  of  the  following  year  would  accordingly 
be  projected  as  being  the  same  as  those  of  both  the  base  year  and  the 
preceding  year.  Now  suppose  that  nonrecurring  factors  had  the  effect 
of  increasing  base-year  unit  costs  by  10  percent.   Under  the  projection 
method  used,  if  no  "normalizing"  adjustment  is  made,  unit  costs  as  of 
the  midpoint  of  the  following  year  will  now  be  projected  as  being 
10  percent  above  those  for  the  base  year,  or  21  percent  above  those 
for  the  preceding  year.  Thus  assuming  the  unit  costs  for  the  preceding 
year  to  have  been  "normal"  (^.e. ,  relatively  undistorted  by  nonrecurring 
factors),  a  10  percent  distortion  in  base-year  unit  costs  due  to  non- 
.rec\arring  factors  will  result  in  a  21  percent  distortion  in  projected 
future-year  \mit  costs,  unless  a  correcting  adjustment  is  applied. 

In  many  areas  of  operating  costs,  the  distorting  effects  of  last 
winter's  fuel  crisis  are  difficult  to  measure.   There  imquestionably 
were  such  effects,  however,  and  their  very  significant  impact  on  the 
Board's  rate-of-retum  calculation  can  be  shown  by  examining  a  few 
specific  cost  ajreas  where  relatively  exact  calculations  can  be  made. 


91 


-  33  - 

Aircraft  Utilization.  As  described  earlier  in  this  statement, 
the  airlines  reacted  to  last  winter's  fuel  shortage  crisis  and  the 
I-landatory  Fuel  Allocation  Program  both  by  grounding  altogether  some 
of  their  least  efficient  aircraft,  from  a  fuel-productivity  point  of 
view,  and  by  reducing  their  utilization  of  other  such  aircraft. 
Both  groundings  and  diminished  utilization  of  aircraft  result  in 
increases  in  unit  costs,  since  depreciation,  insurance,  and  capital 
costs  are  not  reduced  and  must  be  spread  over  a  smaller  number  of 
aircraft  hours  (and  therefore  available  seat-miles)  in  service.  For 
reasons  which  will  become  clear  hereafter  when  grouridings  are  dis- 
cussed, it  is  convenient  to  treat  diirdnished  utilization  and 
groundings  separately. 

"he  domestic  trunklines'  average  daily  utilization  of  passenger 
aircraft  dropped  11.0  percent  in  the  first  quarter  of  19?^+  as  against 
the  same  period  a  year  earlier,  from  7.70  to  6.85  hours.  For  the 
second  quarter  the  decline  in  utilization  was  only  8.0  percent, 
from  7.61  hours  in  1973  to  7.00  hours  in  197U— a  sign,  we  believe, 
that  the  worst  part  of  the  fuel-shortage-induced  schedule  pinch 


47/  "Utilization"  refers  to  the  average  number  of  hours 
per  day  that  each  aircraft  in  the  carriers'  fleets,  assigned  to 
revenue  fligrit  operations,  is  employed  in  such  operations.  Air- 
craft grounded  altogether- -that  is,  aircraft  not  assigned  to 
flight  operations  during  any  given  period — are  not  counted  in 
computing  average  daily  hours  of  utilization. 


was  passing. 
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Encompassed  within  this  overall  decline  in  trunkline  utilization, 
moreover,  and  accentuating  its  effect  on  unit  costs,  was  an  even  greater 
decline  in  the  utilization  rates  of  some  of  the  industry' s  largest  and 
often  most  costly  aircraft.  In  the  first  quarter,  utilization  of  all 
types  of  aircraft  fell  relatively  evenly  from  that  of  a  year  earlier, 
although  above-average  declines  were  registered  by  U-engine  turbo jets 
(16.0  percent),  ij-engine  turbofans  (l2.i|  percent),  and  3-engine  wide- 
bodies  (12.7  percent).  By  the  second  quarter  a  more  differentiated 
trend  was  developing,  with  utilization  of  3-engine  turbofans  (B-727's) 
down  only  3.7  percent  while  that  of  ^4— engine  turbo  jets  was  down  by 
20.5  percent,  i^-engine  wide-bodies  by  IU.9  percent,  and  3-engine 
wide-bodies  by  10. 9  percent.  The  latter  two  categories,  in  particular, 
represent  the  industry's  newest  and  most  expensive  aircraft,  with 
correspondingly  high  depreciation,  insurance,  and  capital  charges. 

For  fiscal  197^  as  a  whole,  average  domestic  trunk  utilization 
was  down  k.h   percent  from  a  year  earlier,  from  7.56  to  7.23  hours. 
We  consider  it  a  reasonable  and  indeed  almost  unavoidable  assumption 
that  this  decline  represented  a  transient  effect  of  last  winter's 
sharp  schedule  cutbacks.  In  the  long  run,  the  carriers  will  find  it 

k8/     Available  ton-miles,  the  broadest  measure  of  capacity 
offered,  declined  9.5  percent  for  the  domestic  trunk  carriers  from 
first  quarter  1973  to  first  quarter  197^.  The  year-to-year  decline 
in  the  second  quarter  was  only  7.3  percent.   See  Appendix  D  to  this 
statement  for  a  compilation  of  aircraft  assigned  to  service,  utiliza- 
tion, and  available  ton-miles  of  domestic  trunk  carriers,  first  and 
second  quarters  197*+  vs.  1973. 
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much  more  economical  to  eliminate  excess  capacity  by  retiring  obsolete 
or  otherwise  unneeded  aircraft    than  by  under-utilizing  aircraft  kept 
in  service. 

When  FY  197^  unit-cost  figures  are  "normalized"  by  assuming 
continuation  of  the  FY  1973  aircraft  utilization  level  of  7.56  hours, 
the  adjusted  rate-of- return  figure  for  FY  197*+  is  increased  by  0.5 
percent.   In  other  words,  lowered  aircraft  utilization  reduced  the 
domestic  trunks'  FY  197^  rate  of  return  by  0.5  percent  for  that  one 

factor  alone.  And,  because  of  the  previously  described  doubling-up 

50/ 
effect  of  the  straight-line  projection  method  used, —  failure  to 

adjust  for  this  distorting  factor  in  the  FY  197^  data  causes  an 
increase  in  the  level  of  "current"  unit  costs  forecast  to  prevail 
as  of  December  31,  197*+,  which  is  equivalent  to  a  1.0  percent 
reduction  in  the  trunks'  forecast  future-year  rate  of  return. 

In  no  way  can  this  be  shrugged  off  or  treated  as  an  insignifi- 
cant change.   This  one  adjustment,  covering  aircraft  utilization  alone, 
eliminates  approximately  one-quarter  of  the  carriers'  asserted  shortfall 


h^/    This  long-run  process  of  adjustment  can  in  fact  already  be 
seen  at  work  in  the  "aircraft  assigned  to  service"  figures  given  in 
Appendix  D. 

50/  The  projection  method  used,  in  the  absence  of  a  normalizing 
adjustment,  assumes  that  utilization  will  continue  to  decline,  so  that 
by  December  31,  197^,  it  is  assumed  that  utilization  will  be  down  an 
additional  h .k   percent  from  the  level  of  fiscal  197^,  i_.£. ,  that  it  will 
be  down  to  6.9I  hours  daily.  With  the  normalizing  adjustment,  the  pro- 
jection assumes  instead  that  utilization  will  remain  at  (or  rather  return 
to)  the  level  of  7.56  hours  daily.  As  previously  pointed  out,  the  differ- 
ence in  the  December  31,  197^,  projected  figures,  with  and  without  the 
normalizing  adjustment,  is  twice  the  difference  in  the  fiscal  197^ 
figures. 
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in  their  future-year  rate  of  return.   Since  aircraft  utilization  is 
not  the  only  or  even  the  predominant  source  of  transient-factor 
distortion  in  the  FY  197^  unit  costs,  it  is  clear  that  the  Board's 
failure  to  make  normalizing  adjustments  in  these  unit  costs  has 
seriously  distorted  the  entire  fare-setting  process. 

Aircraft  groundings.   In  addition  to  reducing  aircraft  utilization, 
the  carriers  in  the  fuel  pinch  grounded  some  aircraft  altogether.  Both 
the  first  and  second  quarters  of  197^  saw  fewer  aircraft  assigned  to 
service  than  the  sajiie  quarters  of  the  previous  year,  with  continued 
deliveries  of  3-engine  turbofans  and  3-engine  wide-bodies  being  more 
than  offset  by  retirements  and/or  groundings  of  aircraft  of  all  other 
significant  categories.     Some  of  the  latter,  of  course,  represented 
planned  retirements  of  obsolete  aircraft,  and  some  represented  accelerated 
retirements  of  fuel-inefficient  aircraft — notably  the  older,  non-fanned 
U-engine  turbojets — which  would  have  been  retired  anyway  within  the  next 
two  or  three  years.  But  some  groundings--conspicuously  those  of  ^-engine 
wide-bodies  (B-7^7's),  about  ten  of  which  appear  to  have  been  grounded 
in  early  197^  out  of  a  1973  complement  of  57  or  so — were  of  relatively 
new  and  extremely  costly  aircraft. 

The  Board's  accounting  rule  has  long  been  that  when  an  aircraft  is 
taken  out  of  service  with  the  intent  to  sell,  scrap,  or  otherwise  dispose 
of  it,  it  must  be  removed  from  the  "operating  property  and  equipment" 
account  and  thus  from  the  ratemaking  base.  When  an  aircraft  is  taken 


^1/  See  Appendix  D. 
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out  of  service  without  such  specific  intent  being  manifest,  it  may- 
be kept  in  "operating  property"  for  90  days;  then  it  must  either  be 
returned  to  service  or  transferred  on  the  books  to  "non-operating 
property"  and  removed  from  the  rate  base. 

During  last  winter's  fuel  crisis,  however,  the  Board  decided  to 
let  carriers  keep  on  the  books  for  a  full  year  as  "operating  property" 

aircraft  which  the  carriers  represented  were  temporarily  grounded  as  a 

52/ 
result  of  the  fuel  shortage.     The  carriers  were  requested  to  annotate 

their  financial  reports  to  show  what  part  of  the  depreciation  charges 

included  in  their  operating  expense  figures  was  related  to  such  grounded 

aircraft.  Only  three  carriers,    however,  have  done  so  for  the  first 

and  second  quarters  of  197^. 

The  reports  of  these  three  carriers  indicate  that  about  3  percent 

of  their  reported  aircraft  depreciation  charges  for  this  period  were 

related  to  aircraft  temporarily  grounded  by  the  fuel  shortage.  There 

were  substantial  groundings  by  other  carriers  also;  Continental,  for 

instance,  grounded  its  entire  fleet  of  three  B-7^7's,  representing  a 

capital  investment  of  some  $62  million.  Nevertheless,  for  present 

purposes,  3  percent  may  perhaps  be  taken  as  a  representative  figure 

for  the  domestic  trunks  as  a  whole. 


52/   As  of  February  1,  197^,  some  55  aircraft  were  so  grounded 

by  tEe  aomestic  trunks.  An  unknown  but  substantial  number  of  these 

have  since  been  returned  to  service. 

^3/   American,  United,  and  Western. 
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Groundings  affect  unit  costs  in  the  same  weiy  as  diminished 
utilization  of  aircraft,  because  until  the  grounded  aircraft  are 
transferred  on  the  carriers'  books  to  "non-operating  property"— and 
under  the  Board's  accounting  decision  of  last  winter  aircraft  grounded 
because  of  the  fuel  shortage  were  not  so  transferred  during  fiscal  197^ — 
the  depreciation,  insurance,  and  capital  charges  they  generate  continue 
to  be  included  in  operating  expense  and  have  to  be  spread  over  the 
smaller  number  of  available  seat-miles  generated  by  the  aircraft 
remaining  in  service. 

We  may  assume,  therefore,  that  groundings  caused  approximately 
a  3  percent  bulge  in  these  categories  of  unit  costs  during  the  first 
half  of  calendar  197^+,  as  well  as  a  corresponding  bulge  in  the  invest- 
ment rate  base.  Assuming  further  that  none  of  these  groundings  com- 
menced  before  January  1,  1974,    the  effect  on  these  unit  costs  for 
the  full  year  ending  Jiane  30,  197^,  would  be  approximately  1-1/2  percent; 


^^7  We  wish  to  make  it  clear  that  we  are  not  criticizing  per  se 
the  Board's  action  of  last  winter  in  permitting  the  carriers  to  keep 
fuel-grounded  aircraft  on  their  books  as  "operating  property" .  The 
acute  fuel  shortage  was  not  of  the  carriers'  making,  nor  was  it  a 
circumstance  they  ought  reasonably  have  been  expected  to  foresee. 
Were  the  Board  here  engaged  in  determining  the  reasonableness  of 
fares  charged  during  fiscal  197^,  an  excellent  case  could  be  made 
for  allowing  these  fuel-grounded  aircraft  to  remain  in  the  invest- 
ment rate  base  and  their  depreciation  and  related  charges  to  be 
included  in  operating  costs.  What  we  object  to  is  the  Boeird's 
failure  here  to  adjust  the  fiscal  197^  data  to  eliminate  the  dis- 
torting effects  of  these  extraordinary  and  non-recurring  groundings 
on  the  fares  to  be  charged  in  1975. 

55/  Actually,  an  unknown  number  of  them  commenced  in  November 
and  December  of  1973. 
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56/ 
and  becaxise  of  the  doubling  phenomenon  previously  discussed,    the 

distorting  effect  on  these  components  of  the  projected  "cvirrent" 

(December  31,  197U)  tinit  costs  will  be  approximately  3  percent.  This 

is  equivalent  to  about  a  l/3  of  1  percent  difference  in  the  calculated 

rate  of  return  upon  which  the  fare-increase  justification  is  premised, 

over  and  above  the  1  percent  difference  related  to  decreased  aircraft 

utilization.  C^umiilatively ,  adjustments  to  the  base-yea]^  data  to 

eliminate  both  of  these  transient  distorting  effects  on  unit  costs 

would  eliminate  about  one-third  of  the  carriers'  asserted  return 

shortfall. 

Fuel  costs.   The  increase  in  fuel  costs  since  late  1973  cannot, 

of  course,  be  described  as  a  tiansitory  phenomenon.  But  the  rate  of 

increase  in  fuel  costs  was  considerably  greater  during  fiscal  197^ 

than  it  has  been  in  more  recent  months,  or  than  it  can  reasonably  be 

expected  to  be  in  the  period  immediately  ahead.  Thus,  averaging  the 

monthly  fuel  prices  during  fiscal  197^  shown  in  Appendix  C  gives  a  . 

figure  which  is  11+1.92  percent  of  the  average  price  during  fiscal  1973j 

57/ 
implying  an  average  monthly  rate  of  increase  of  2.91  percent  compounded, 

whereas  the  monthly  rate  of  increase  between  June  and  September  197^ 

^6/  Assuming  there  were  no  aircraft  grounded  during  fiscal  1973> 
and  in  absence  of  a  normalizing  correction  to  the  fiscal  197^  data, 
the  straight-line  projection  method  assumes  that  the  carriers  will 
have  twice  as  many  aircraft  grounded  on  December  31,  197^ »  as  they 
did  on  the  average  during  fiscal  197^^ 

57/  As  noted  earlier  ( supra  page  15) j  the  raonth-to-month  rate 
of  increase  in  fuel  prices  diiring  fiscal  197^+  averaged  5.55  percent 
per  month. 
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was  only  1.96  percent  compoiinded.  Modifying  the  Board's  tmit-cost 

inflati.on  factor  to  reflect  the  latter  rate  of  increase  in  fuel  costs 

as  more  typical  of  the  future  period  would  add  about  another  l/lO  of 

1  percent  point  to  the  industry's  projected  future-year  rate  of  return. 

Other  types  of  costs.  The  foregoing  are  not  the  only  cost  areas 

in  which  last  winter's  fuel  crisis  and  attendsmt  schedule  cutbacks 

created  a  nonrecurring  "bulge"  in  unit  costs.  Many  other  types  of 

costs  could  not  be  eliminated  simultaneously  with,  or  in  direct  pro- 

58/ 
portion  to,  the  elimination  of  flight  schedules.    A  notable  such 

area  is  that  of  wage  costs.  Qtiite  apart  from  the  intricate  problems 

of  flight-crew  planning  and  scheduling,  union  contracts  generally 

preclude  the  fiirloughing  or  discharge  of  flight  crew  members  or  other 

airline  workers  as  rapidly  as  the  very  abrupt  schedule  cutbacks  which 

had  to  be  made  during  last  winter's  fuel  crisis.   Often  there  are 

furlough  and/or  discharge  payments  which  must  be  made.  Moreover, 

furlough  and  discharge  is  done  almost  exclusively  on  the  basis  of 

seniority  in  each  job  category,  with  the  result  that  the  most  junior 

(and  therefore  lowest-paid)  employees  are  the  first  ones  let  go.   This 

has  the  effect  of  boosting  the  averaige  hourly  wage  rates  of  the  employees 

who  are  retained — an  effect  which  is  eliminated  only  over  the  course  of 

of  time,  as  senior  employees  retire,  operations  are  gradually  resumed, 

and  low-seniority  workers  are  recalled  or  new  workers  hired. 


38/ The  Board  had  occasion  to  note  this  at  the  time;  see 
Order  73-11-93,  November  20,  1973,  at  pp.  5-6. 
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In  the  area  of  ground  and  other  indirect  costs,  likewise,  it 
takes  time  to  adjust  to  a  reduced  level  of  flight  operations.  Reducing 
the  number  of  flights  a  day  in  and  out  of  a  station  generally  increases 
the  unit  costs  per  flight  of  maintaining  that  station,  and  only  in 
exceptional  cases  did  the  Board  during  the  fuel  crisis  allow  carriers 
to  drop  all  of  their  flights  serving  a  community  and  close  down  the 
station  entirely.  Even  in  those  few  cases,  leasehold  obligations 
doubtless  often  meant  continued  expense.  Similarly,  advance  commit- 
ments in  such  areas  as  advertising  meant  that  these  costs  could  not 
immediately  be  scaled  down  in  proportion  to  reduced  flight  operations. 
General  administrative  costs  are  yet  another  example  of  those  which 
are  difficult  to  curtail  immediately  in  direct  proportion  to  schedule 
cutbacks. 

All  of  the  foregoing  areas  of  cost  inflexibility  result  in  increased 
operating  costs  per  ASM  whenever  (as  last  winter)  ASM' s  are  abruptly 
reduced  and  costs  cannot  be  reduced  immediately  or  in  direct  proportion. 
For  the  most  part  these  increased  unit  costs  are  transient  or  non- 
recurring, in  the  sense  that  in  time  the  carriers  can  adjust  to  a 
reduced  level  of  flight  operations,  and  can  bring  the  costs  involved 
into  line  with  that  level.   Even  where  a  completely  compensatory 
downward  adjustment  in  costs  cannot  be  made,  there  is  still  a  non- 
recurring element  in  the  unit  costs  involved  when  a  partial  adjustment 
is  possible,  but  only  after  some  delay. 

Apart  from  certain  specific  cost  areas  such  as  aircraft  utilization, 
groundings,  and  fuel  costs,  it  is  not  easy  to  measure  in  precise  quantita- 
tive terms  the  nonrecurring  "bulge"  which  last  winter's  extraordinary 
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events  introduced  into  fiscal  197^  \init  costs,  although  there 
unquestionably  was  such  a  bulge  and  it  was  significant  in  size.  The 
calculations  described  above  with  respect  to  aircraft  utilization  and 
groundings  are  sufficient  evidence  of  that.   It  is  equally  plain  that 
little  if  any  of  this  unit-cost  btilge  will  still  be  felt  diiring  the 
first  fiill  year  of  the  new  fare  increase.   In  fact,  the  rapid  increase 
in  domestic  airline  profits  in  recent  months  is  the  best  possible 
evidence  that  the  unit-cost  b-ulge  has  been  substantially  overcome. 
Certainly  there  is  no  basis  whatever  for  assuraing--as  the  straight- 
line  projection  method  described  earlier  does — that  this  'unit-cost 
bulge  will  be  felt  twice  as  strongly  during  fiscal  1975  as  it  was 
during  fiscal  197^. 

We  also  believe  that,  while  absolute  precision  may  well  be 

impossible,  a  reasonable  estimate  of  this  nonrecurring  bulge  in  unit 

59/ 
costs  can  be  made.     We  think  the  Board  has  a  plain  duty  to  use 

its  best  efforts  and  apply  its  best  judgment  in  making  such  an  estimate, 

It  will  not  do  for  the  Board  simply  to  shrug  its  shoulders  or  wring 

its  hands  over  the  difficulties  involved  in  estimating  the  size  of  the 

unit-cost  bulge.  As  in  the  case  of  the  belly-cargo  revenue  offset 

(supra,  p.  29),  if  more  data  must  be  gathered  or  more  analyses  must 

597  For  example,  if  the  unit-cost  inflation  factor  used  in  the 
rate-of-ret"um  calculations  in  Appendix  A  is  reduced  from  10.91  percent 
to  7.5  percent,  the  industry  rate  of  return  before  the  k   percent  fare 
increase  becomes  11. OU  percent,  and  after  the  increase  becomes  IU.26 
percent.   This  is  without  any  further  implementation  of  the  discount- 
fare  adjustment.  A  "normalized"  inflation  factor  of  7.5  percent  does 
not  appear  to  be  an  unreasonable  assiimption  in  view  of  the  previously 
calc\ilated  inflation  factors  of  5.19  percent  for  calendar  1973  and 
6.5U  percent  for  the  year  ended  March  31,  197^ — the  factor  for  the 
latter  period  of  course  being  also  affected  by  the  fuel  crisis,  but 
not  as  much  as  the  FY  197^+  figure. 
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be  made,  then  these  things  should  be  done  on  an  expedited  basis — and 
in  the  meantime  the  fare  increase  should  be  suspended  and  investigated. 
Certainly  there  is  no  justification  at  all  for  the  Board  to  let  a 
highly  inflationary  fare  increase  go  into  effect  simply  becaxise  it  is 
difficult  to  put  a  precise  figure  on  the  adjustments  needed  to  eliminate 
the  distorting  effects  of  transitory  factors  on  fiscal  197^  imit  costs. 

Summary 
We  have  \mdertaken  to  show  that,  in  approving  a  further  k   percent 
domestic  fare  increase  for  the  airlines  at  this  time,  the  Board  has 
(l)  failed  to  consider  the  inflationary  effects  of  the  fare  increase 
at  a  critical  time  in  the  fight  on  inflation,  (2)  failed  to  consider 
the  adverse  effects  of  the  increase  on  the  movement  of  traffic, 
(3)  failed  to  consider  the  present  prosperous  state  of  the  domestic 
carriers,  (k)   failed  to  consider  the  evidence  that  they  do  not  need 
a  further  fare  increase  to  offset  fuel  or  other  cost  increases, 
(5)  failed  to  apply  all  of  the  ratemaking  standards  developed  in  the 
Domestic  Passenger-Fare  Investigation,  and  (6)  failed  to  adjust  the 
unit-cost  inflation  factor  used  in  justifying  the  fare  increase  to 
eliminate  the  distorting  effects  of  last  winter's  fuel  crisis.  When 
proper  account  is  taJcen  of  all  these  matters,  any  fare  increase  at  this 
time  is  clearly  shown  to  be  unwarranted.  We  would  accordingly  suspend 
and  investigate  the  tariffs. 
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ANALYSIS  OF  DOMESTIC  TRUNK  PERFORMANCE  FOR  THE  YEAR  ENDED  JUNE  30,  1974 

IN  ACCORDANCE  WITH  THE  STANDARDS  SET  FORTH  IN  PHASE  7  OF  THE 

DOMESTIC  PASSENGER-FARE  INVESTIGATION 

(Dollars  In  Thousands) 


Unadjusted-^     Adjusted-^ 
(1)  (2) 


Projected  Forward  to 
December  31,  1974  by 

Annualtzatlon  of       Adjusted  to  Reflect 
Fare  Increases  and    ,  an  Additional  4% 
10.91%  Cost  Increase  -   Fare  Increase 
(3)  (4) 


RPM's  O-'llllons)  106,957 

ASM's  (Millions)  193,780 

Load  Factor (%)  55.2 

Yield  (C)  6.9932 

Passenger  Revenue  $7,479,758 

Operating  Revenue  $7,671,642 

Operating  Expense  7.037.740 

Operating  Profit  $  633,902 


200.626 
$  433,276 

207.972 
$  225.972 
$  425,930 
$5,239,736 

8.13 


104,955 

190,792 

55,0 

7.1065 

$7,458,631 

$7,650,515 

6.763.290 

$  887,225 
191.142 
$  696,083 
334.123 
$  361.963 
$  553,105 
$4,991,999 


$  740,322 
355.354 
$  384.968 
$  567,097 
$4,738,986 


Interest 

Earnings 

Tax  (at  487.) 

Net  Income 

Return 

Investment 

Return  on 

Investment  (7.)         8.13  11.08  8.81  11.97 

)J   Form  41  Reports,  adjusted  to  reflect  48-state  scheduled  passenger  operations;  and  adjusted 

for  regulatory  depreciation  and  regulatory  investment. 
IJ   Adjusted  for  the  removal  of  Youth,  Family,  and  Discover  America  discount  RPM's,  revenues, 

and  costs;  and  the  55  percent  standard  load  factor  with  standard  seating  (1975  standards). 
3/  A  five  percent  increase  was  effective  December  1,  1973,  and  a  six  percent  Increase  was 

effective  April  16,  1974.   Operating  expense  per  ASM  for  the  year  ended  June  30,  1974 

was  10.91  percent  over  that  for  the  preceedlng  year. 


100,223 

182,200 
55.0 

7.5886 
$7,605,510 
$7,797,390 
7.150.240 
$  647,150 

185.544 
$  461,605 

221.570 
$  240.035 
$  425,579 
$4,832,250 

8.81 


97,509 

177,287 

55.0 

7.8921 

$7,695,527 

$7,887,411 

6.964.959 

$  922,452 
182.131 
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Effect  of  Implementing  the  Discount-Fare  Adjustment 
on  the  Domestic  Trunkline  Rate  of  Return  as  Previously 

Adjusted  in  Accordance  With  Other  DPFI  Standards, 
Prior  to  the  h   Percent  Fare  Increase  Effective  XL/Vj/lk 
(Dollars  in  Thousands) 


Adjusted  FY  197U 
Results  Projected  to 
December  31,   1971+  l/ 
(1) 

RPM's   (Millions) 

100,223 

ASM's   (Millions) 

182,200 

Load  Factor  (%) 

55. Of. 

Yield  (?i  per  RPM) 

7.5886^ 

Passenger  Revenue 

$7,605,510 

Operating  Revenue 

7,797,390 

Operating  Expense 

7,150,21+0 

Operating  Profit 

$     6U7,150 

Interest  Expense 

185, 5M+ 

Net  Before  Tax 
Net  After  Tax 

$    i+6l,605 

$    21+0,035 

6/ 
Return  Element 

$    1+25,579 

Investment 

$1+, 832, 250 

Rate  of  Return   (%) 

8.81^ 

Removal  of  Remaining  Discounts  at 

Various  Assumed  Generation/Diversion  Ratios 


Break-Even  2/ 
(2) 

25/75  ^ 
(3) 

75/25  V 
(1+)     ■ 

92,089 

95,561+ 

86,21+5 

167,1+35 

173,752 

156,809 

55.0% 

55.0% 

55.0% 

8.1191+^ 

Q.1LL9H 

Q.U.<M 

$7,1+77,027 

$7,759,200 

$7,002,593 

7,669,907 

7,951,080 

7,191+,  1+73 

6,656,1+32 

6,866,013 

6,309,507 

$1,013,1+75 

$1,085,067 

$     881+,966 

17l+,267 

17?,0?2 

166,151 

$     839,208 

$    905,975 

$    718,815 

$    1+36,388 

$     1+71,107 

$     373,781+ 

$    610,655 

$     650,199 

$     539,935 

$1+, 538,51+6 

$l+,661+,223 

$1+,  327 ,193 

13.^5% 

13.91+% 

12.1+8^ 

TJ  See  Appendix  A,  column  3.  See  also  p.  6,  this  Appendix. 

2/  See  p.  2,  this  Appendix.  Break-even  G/d  ratio  is  1+3.65%  generation. 

3/  See  p.  3,  this  Appendix.  25%  generation,  75%  diversion. 

UJ  See  p.  1+,  this  Appendix.  75%  generation,  25%  diversion. 

5/  Tax  at  1+8%. 

6/  Net  Income  after  tax  plus  Interest  expense. 
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Removal  of  Discounts  at  Break-Even  GeneratioryDiversion  Rati 
(Detailed  Calculation) 


Adjusted  FY  197U  Results 
Projected  to  12/31/1^, 
Before  h%  Fare  Increase  1/ 


Removal  of  Load-Factor 
Discount  Fares  Adjustment 
Change   Adjusted    Change   Adjusted 


RIM'S  (millions) 

100,223 

ASM's  (millions) 

182,200 

Load  Factor  {$) 

55.0* 

Yield  (#  per  RPM) 

7.58860 

Passenger  Revenues 

47,605,510 
?7, 797, 390 

Operating  Revenues 

Operating  Expenses 

17,150,21+0 
$  617,150 

Operating  Profit 

Interest  Expense 

$  185, 5IA 

Net  Before  Tax 

Net  After  Tax  ®  h&t, 

$  2l4O,035 

Return  Element 

$  1+25,579 

Investment 

$U, 832, 250 

Rate  of  Return  {$) 

8.81* 

2/ 

Discount-Fare  Adjustment 

Total  Discount  RPM's 

RPM's  Generated  (1+3.65^) 

RFM's  Diverted  (56.35*) 

Generated  Revenue  Lost 

@  5.26U9^ 

Expense  Reduction  @  30% 

Diverted  Revenue  Recovered 

@  2.85U5^ 

Net  Revenue  Gained/Lost 
Load-Factor  Adjustment 

Reduction  in  ASM's  (%) 

Reduction  in  operating 

expense  ®  (k.'4> 

Reduction  in  interest  and 

investment  ®  75* 

-813U        92,089 
182,200 

50. 5^+* 
8.1191*0 


7,1+77,027 

7,669,907 

7-0p-757 

61+7,150 

185. 5'*-'* 

i+fei.ba; 

21+0,035 


-11+765 


92,089 
167,1+35 
55.0* 
8.II9I+0 


-128U83 
-128I+83 


|7, 1+77, 027 


^7,669,907 
-365325  $6.656,1+32 
$1,013,1+75 
-11277  $  I7I+.267 
$  839,208 
$    U36,388 


1+25,579  ^     610,655 

l+,832,250     -29370I+    $1+, 538, 51+6 

8.81*  13.1+5* 


18637 
8135 
10502 


-I+28276 
-1281+83 


-8,101+0* 
-5.2028* 
-6.0780* 


Footnotes  on  p.  6,  this  Appendix. 
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Removal  of  Discounts  at  25/75  Percent  Generation/Diversion  Ratio 

(Detailed  Calculation) 

(Dollars  in  Thousands) 


^ 


RPM's  (millions) 
ASM's  (jnillions) 
Load  Factor  (%) 
Yield  U   per  RPM) 

Passenger  Revenues 
Operating  Revenues 
Operating  Expenses 
Operating  Profit 
Interest  Expense 
Net  Before  Tax 
Net  After  Tax  @  k% 

Return  Element 

Investment 

Rate  of  Return  (%) 

Discount-Fare  Adjustment 
Total  Discount  RPM's 
RPM's  Generated  (25%) 
RPM's  Diverted  (75%) 


Generated  Revenue  Lost 

@   5.261+9^ 
Expense  Reduction  @  30% 
Diverted  Revenue  Recovered 

@  2.85lt5% 
Net  Revenue  Gained/Lost 

3/ 
Load-Factor  Adjustment 
Reduction  in  ASM's  (%) 
Reduction  in  operating 

expense  @  61+. 2% 
Reduction  in  interest  and 

investment  @  75% 


Adjusted  FY  197^+  Results 
Projected  to  12/31/7't, 
Before  U%  Fare  Increase  l/ 

100,223 

182,200 

55.0% 

7.5886(^ 

$7,605,510 
$7,797,390 
$7,150,240 
$  61+7,150 
$  l85,5l+i+ 
$  1+61,605 
?  21+0,035 


%     i+25,579 

?l+,832,250 

8.81% 


Removal  of 
Discoant  Fares 
Change   Ad.iusted 

-1+659  95.561+ 

182,200 

52.1+^ 

8.1191+^ 


Load  Factor 

Ad.iustment 

Change       Adjusted 

95,561+ 

-81+1+7  173,752 

55.0% 

8.119'+(iS 


*-153690 
-73591 


7,759,200 
7,951,080 
7,076,6^9 
87l+,lt31 
185,51+1+ 
688,887 
358,221 

51+3,765 

1+,  832, 250 

U.25% 


-210636 


7,759,200 
7,951,080 
6.866.013 
1,085,067 
179,092 
$  905,975 
$    1+71,107 


$    650,199 

.168027     $l+,661+,223 

13.9U% 


18637 
1+659 
13978 


-21+5305 
-73591 


-l+.6363% 
-2.9765% 
-3.1+772% 


Footnotes  on  p.  6,  this  Appendix. 
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Removal  of  Discounts  at  75/25  Percent  Generation/Diversion  Ratio 

(Detailed  ^  Calculation ) 

(Dollars  in  Thousands)  '  ' 


KPH'e  (millions) 
ASM's  (millions) 
Load  Factor  {%) 
Yield  (ji  per  RPM) 

Passenger  Revenues 
Operating  Revenues 
Operating  Expenses 
Operating  Profit 
Interest  Expense 
Net  Before  Tax 
Net  After  Tax  @  h&^ 

Return  Element 

Investment 

Rate  of  Return  {%) 

Discount-Fare  Ad.lustment 
Total  Discount  RFM's 
RPM's  Generated  {.!%) 
RFM's  Diverted  {Z%) 

Generated  Revenue  Lost 

@  5.2649(1! 
Expense  Reduction  @  30^ 
Diverted  Revenue  Recovered 

®   2.851+5^ 
Net  Revenue  Gained/Lost 
3/ 
Load-Factor  Ad.lustment 
Reduction  in  ASM's  (%) 
Reduction  in  operating 

expense  @  6U,23& 
Reduction  in  interest  and 

investment  @  75^ 


Adjusted  FY  VJJh   Results 
Projected  to  12/31/7't, 
Before  h%   Fare  Increase  1/ 

100,223 

182,200 

55.0% 

7,58860 


Removal  of 
Discount  Fares 
Change   Adjusted 


$7,605,510 
$7,797,390 
$7a50.2'tQ 
$  6lt7,150 
$  185  .SlA 
$  1+61,605 
$  2i«),035 

$  1+25,579 

$4,832,250 

8.81% 


-13978 


-602917 


86,21+5 

182,200 

1+7.34% 

8.1191+0 

7,002,593 

7,194,1+73 

6.929.466 

265,007 

79,463 
41,321 

226,865 
4,832,250 

4.69% 


18637 
13978 
1+659 


-735915 
-220774 


+132998 
-602917 


Load-Factor 

Adjustment 

Change   Adjusted 

86,245 

-25391     156,809 

55.0% 

8.11940 


$7,002,593 
$7,194,473 
$6.309.507 
$  884,966 
$  166.151 


-619959 


$  718,815 
?  373,784 

$  539,935 

$4,327,193 

-505057      12.48% 


-13,9357% 
-8.9467% 
-10.451^ 


Footnotes  on  p.  6,  this  Appendix 
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3f  Discounts  at  Break-Even  Generation  Diversion  Ratio 

(Detailed  Calculation) 

(Dollars  in  Thousands) 


Adjusted  FY  197U  Results 
Projected  to  12/31/71+ . 
After  k%   Fare  Increase  la/ 


Removal  of 
Discount  ^ares 
Change   Adjusted 


Load-Factor 
Adjustment 


RFM's  (millions) 

97,509 

ASM's  (miUions) 

177,287 

Load  Factor  (.i) 

55.ofo 

Yield  (si  per  RPM) 

7.8921?! 

Passenger  Revenues 
Operating  Revenues 
Operating  Expenses 
Operating  Profit 
Interest  Expense 
Net  Before  Tax 
Net  After  Tax  @  hS^ 

Return  Element 

Investment 

Rate  of  Return  {%) 


$7,695,527 
$7,887,1+11 
$6.964.959 
I  922,1+52 
I  182,131 
I  71+0,322 
$  38l+,968 

$  567,097 

$1+,  738, 986 

11.97^ 


-791I+ 


89,595 
177,287 
50.5l+f» 
8.1+W+2?! 

7,565,525 
7,757,1+09 
6.831+.957 
922,1+52 
182.131 
71+0,322 
38l+,968 

567,097 

l+, 738, 986 

11.97^ 


Adjusted 

39,595 
162,900 
55.0^ 
8.1+1+1+2^ 

$7,565,525 
$7,757,1+09 
k.  1+78. 861+ 
$1,278,51+5 
f  171,01+6 
$1,107,1+99 
575,899 


$    71+6,91+5 
-288i+29    $U,  1+50, 557 
16.78% 


-11+387 


-356093 
-11085 


Discount-Fare  Adjustment 
Total  Discount  RPM' s 
RPM's  Generated  (1+3.65%) 
RPM's  Diverted  (56.35%) 


18132 
791I+ 
10218 


Generated  Revenue  Lost 

@  5.1+755(!i 
Expense  Reduction  @  30% 
Diverted  Revenue  Recovered 

@  2.9687?! 
Net  Revenue  Gained/Lost 

2/ 

Load-Factor  Adjustment 
Reduction  in  ASM's  (%) 
Reduction  in  operating 

expense  @  61+.2?'o 
Reduction  in  interest  and 

investment  @  75% 


-1+33339 
-130002 


^ 303337 
-130002 


-8.1151% 
-5.2099% 
-6.0863% 


Footnotes  on  p.  6,  this  Appendix. 
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Footnotes 

1/  Appendix  A,  column  3.  Form  kl   Reports,  domestic  scheduled  passenger  operations  of 
domestic  trunkline  carriers  (excluding  Pan  American),  year  ended  June  30,  igT^t; 
adjusted  to  U8-State  basis;  adjusted  for  regulatory  depreciation  and  investment; 
adjusted  to  remove  effects  of  Family,  Youth,  and  Discover 'America  fares;  adjusted 
to  55  percent  standard  load  factor  at  1975  seating  standards;  adjusted  to  annualize 
fare  increases  during  FY  197^  {'?io   increase  effective  12/1/73,  6%  increase  effective 
U/16/7U);  projected  forward  to  December  31,  197*+  by  application  of  10.91%  increase 
in  operating  expense  per  ASM  (same  increase  as  FY  1971+  over  FY  1973). 

la/  Appendix  A,  column  k.     Same  as  above,  further  adjusted  to  reflect  an  additional 
k%   fare  increase  effective  November  15,  197^+.  Adjustments  here  and  in  note  1, 
supra,  reflect  -0.7  price  elasticity  of  demand. 

2/  Discount-Fare  Adjustment 

For  the  year  ended  June  30,  197**,  total  discount  RPM' s  (excluding  RPM's  for  Family, 
Youth,  and  Discover  America  fares  already  eliminated,  see  note  1  above)  were  19,517 
million.  Average  full-fare  yield  was  7.680  per  RPM,  and  average  discount-fare  yield 
(again  excluding  Family,  Youth,  and  DA30  discounts)  was  U.980  per  RPM.  Adjusting  to 
annualize  fare  increases  during  FY  I97U  ( supra  notes  1  and  la)  gives  adjusted  total 
discount  RPM's  of  l8,637  million,  full-fare  yield  of  8.119lt(i;  per  RPM,  discount-fare 
yield  of  ^.26k9<f   per  RPM.  On  page  5,  further  adjusting  to  reflect  additional  k% 
fare  increase  gives  total  discount  RPM's  of  l8,132,  full-fare  yield  of  8.UUU2?!  per 
RPM,  discount-fare  yield  of  5. '+7550  per  RPM.  Yield  gain  on  diverted  RPM's  is 
difference  between  full-fare  and  discount  yields. 

The  bre£ik-even  generation/diversion  ratio  (b)  is  computed  from  the  formula: 

B=  ^-^ 
f-.3d 

where  f  =  full-fare  yield 

d  =  discount-fare  yield 

Out-of-pocket  expense  of  carrying  generated  traffic  is  assumed  to  be  30%  of  generated 
revenues  (see  Order  72-12-18,  p.  36  and  Appendices  E  and  F).  Net  revenue  lost  and 
diverted  revenue  recovered. 

3/  Load-Factor  Adjustment 

Adjusted  ASM's  are  RiM's  divided  by  55%.   Percent  reduction  in  ASM's  is  calculated. 
Percent  reduction  in  operating  expense  is  taken  as  6U.2%  of  this  percentage,  and 
percent  reduction  in  interest  and  investment  is  taken  as  75%  of  this  percentage 
(see  Order  71-1+-59/60,  pp.  50-52  and  Appendix  2).   In  FY  197^,  capacity  costs  were 
61*. 2  percent  of  total  operating  costs. 
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DOMESTIC  OPERATIONS 

Aircraft  Fuel  Cost  Per  Gallon 
Year  Ended  June  30,  1973  and 
July  1973  Through  September  197A 


Fuel  Cost 

Change  Over 

Change  Over  Year 

Ended 

Per 

Gallon  (f) 

Prior 

Month  (Percent) 

June  30 
Domestic 

,  1973  (P 
Local 

ercent) 

Domestic 

Local 

Total 

Domestic 

Local 

Total 

Total 

1973 

Trunks 

Service 

Domestic 

Trunks 

Service 

Domestic 

Trunks 

Service 

P°'°estlc 

June  1/ 

11.663 

12.616 

11.745 

-- 

- 

-- 

-- 

-- 

- 

July 

12.291 

12.885 

12.342 

._ 

__ 

._ 

5.38 

2.13 

5.08 

Aug. 

12.345 

12.897 

12.393 

0.44 

0.09 

0.41 

5.85 

2.23 

5.52 

Sept. 

12.931 

13.135 

12.949 

4.75 

1.85 

4.49 

10.87 

4.11 

10.25 

Oct. 

13.277 

13.560 

13.303 

2.68 

3.24 

2.73 

13.84 

7.48 

13.27 

Nov. 

13.640 

13.820 

13.659 

2.73 

1.92 

2.68 

16.95 

9.54 

16.30 

Dec. 

14.279 

14.178 

14.270 

4.68 

2.59 

4.47 

22.43 

12.38 

21.50 

Jan.  17.294  16.927  17.261  21.11  19.39  20.96  48.28  34.17  46.96 

Feb.  18.719  18.454  18.694  8.24  9.09  8.30  60.50  46.27  59.17 

Mar.  19.969  19.573  19.931  6.68  6.06  6.62  71.22  55.14  69.70 

Apr.  20.883  20.099  20.808  4.58  2.69  4.40  79.05  59.31  77.16 

May  22.034  21.109  21.943  5.51  5.03  5.45  88.92  67.32  86.83 

June  22.539  21.754  22.464  2.21  3.06  2.37  93.25  72.43  91.26 

July  2/  23.358  21.878  23.214  3.63  0.57  3.34  100.27  73  41  97  65 

Aug.  2/  23.695  22.182  23.545  1.44  1.39  1.43  103.16  75.82  100.47 

Sept.2/  24.011  22,051  23.811  1.33  -0,59  1.13  105.87  74,79  102.73 

Oct. 

Nov. 
Dec. 


y      Year  ended  June  30,  1973. 

2/  National  on  strike  effective  July  15,  1974. 

Source:   CAB  Form  P-5(b)  (formerly  T-90)  with  revisions  through  current  period. 

Financial  and  Traffic  Data  Section 

Statistical  Data  Division 

Bureau  of  Accounts  and  Statistics 
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AIRCRAFT  ASSIG:n-D  TO  SERVICE,  UTILIZATION,  AND  AVAILABLE  TON-MILES 
TRUNK  CARRIERS,  DO>'ESTIC  OPER^VriONS 
BY  AIRCRAFT  TYPE 
1ST  QTR.  1974  VS.  1ST  QTO.  1973 


Aircraft  Assigned 
To  Service  1/ 

Utilization 
(Hourn  Per  Diy) 
1st   1st 

Available  Ton-^ilc 
.  i^All  Revenue  Scrvicu' 

--onoi 

1st 

ist 

1st 

1st 

Qtr. 
1974 

Qtr.    Percent 
1973    Change 

Qtr. 
1974 

Qtr. 
1973 

Percent 

Cbange 

Qtr. 
1974 

Qtr. 
1973 

Percent 
Ci'.anr.e 

2-Engine  F»n 

274.4 

298.5   -8.1 

6.24 

7.34 

-15.0 

646,154 

824,317 

-21.6 

3-Engine  Fan 

648.5 

598.3    8.4 

6.94 

7.58 

-8.4 

2,500,220 

2,407,841 

3.8 

4- Engine  F^n 

263.3 

290.8   -9.5 

7.46 

8.52 

-12.4 

1,540,809 

1,930,445 

-20.2 

4- Engine  Jet 

46.2 

103.9  -55.5 

6.20 

7,38 

-16.0 

185,975 

467,775 

-60.2 

4-Engine  Wide-BoJy 

47.1 

57.9  -18.7 

8.28 

9.23 

-10.3 

901,770 

1,258,403 

-28.3 

3-EngLn2  l.'ide-ilpdy 

112.7 

69.8   61.5 

6.86 

7.86 

-12.7 

1,183,922 

800,462 

47.9 

4-Engine  Turbo- 
prop 

12.8 

11.2   14.3 

1.25 

2.75 

-54.5 

3,539 

6,880 

-48.6 

All  Other 

3.5 

4.5   -22.2 

2.87 

2.99 

-4.0 

1,163 

1.931 

-39.  S 

Total 
Passenger 

1,408.5 

1,434.9   -1.8 

6.85 

7.70 

-11.0 

6,963,552 

7,698,057 

-^.; 

All-Cargo 

> Engine  Fan 

7.4 

14.0   -47.1 

7.45 

8.58 

-13.2 

43,142 

92,596 

-53.4 

^Engine  Fan 

37.0 

40.5   -8.6 

6.45 

6.25 

3.2 

399,979 

426,777 

-6.3 

4-EnGine  Turbo- 
prop 

3.0 
57.5   -22.8 

6.62 

5.99 
6.80 

-2.6 

.. 

9,636 

529,009 

.. 

Total  All- 
Cargo 

44.4 

443,121 

-13.2 

1/   Excludes  lucl 
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AIRCRAFT  ASSIGNED  TO  SERVICE,   UTILIZATION,   AKD  AVAILABLE  TON-MILES 

TRUNK  CARRIERS,  DOMESTIC  OPERATIONS 

BY  AIRCRAFT  TYPE 

2ND  QTR.   igy^t  VS.   2ND  QTR.   1973 


Aircraft  Assigned 
To  Service   l/ 

Utilization 
(Hovu-o  Per  Day) 
2nd       2nd 

Qtr.     Qtr.     Percent 
1971+     1973     Change 

Available  Ton-Mil( 
(All  Revenue   Service- 
2nd                 2nd 
Qtr.               Qtr.  "  J 
1971+               1973 

;s 
--000) 

Passenger 

2nd 
Qtr. 
197U 

2nQ 

Qtr.      ] 
1973 

Percent 
Change 

percent 
Change 

2-Engine  Fan 

271.0 

295.9 

-8.1+ 

6.31 

7.10 

-11.1 

657,291 

812,599 

-19.1 

3-En6ine  Fan 

669.2 

623.  U 

7.3 

7.10 

7.37 

-3.7 

2,693,1+19 

2,500,27U 

7.7 

i+'Engine  Fan 

260.0 

287.8 

-9.7 

7.76 

8.1+7 

-8.1+ 

1,591,1*13 

1,931,1+03 

-17.6 

U-Engine  Jet 

37.3 

99.0 

-62.3 

5.87 

7.38 

-20.5 

11+1,1+77 

^1+5,356 

-68.2 

U-Engine  Wide-Body 

U7.3 

57.3 

-17.5 

8.19 

9.62 

-11+.9 

905,1+82 

1,290,752 

-29.8 

3-Engine  Wide-Body 

126.3 

82.5 

53.1 

7.08 

7.95 

-10.9 

1,391+,  761+ 

981+,266 

1+1.7 

U-Engine  Turbo- 
Prop 

15. a 

11.7 

35.0 

1.67 

2.81 

-1+0,6 

5,667 

7,085 

-20.0 

All  Other 

3.5. 
1,1+30.1+ 

3.5 

0.0 
-2.1 

3.01 
7^ 

3.12 
7^ 

-3.5 
-8.0 

1,199 
7,390,712 

1,222 
7,972,957 

-1.9 

Total 
Passenger 

1,1(61.1 

-7.3 

All-Cargo 

3-Engine  Fan 

5.5 

7.6 

-27.6 

10.79  15.31+ 

-29.7 

U7,ll+6 

90,311+ 

-1+7.8 

li-Engine  Fan 

37.7 

39.^ 

-1+.3 

6.61( 

■    6.71 

-1.0 

l+2i+,l+82 

1+50,355 

-5.7 

it-Engine  Turbo- 
prop 

3.0 

6.01+ 

9,850 

Total  All- 
Cargo 

U3.2 

50.0 

-13.6 

_JAri 

'_7\97 

-10.0 

1+71,628 

550,519 

-II+.3 

Total  All 
Types 

1,^73.'^ 

1,511.1 

-2.5 

7.01 

-    7.62 

.-8.0 

7,862,31+0 

8,523,1+76 

-7.8 

.rouiiding 

1/     Excludes   fuel 

related 
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Testimony  of  Robert  D.  Timm,  Chairman 

Civil  Aeronautics  Board 

Before  the  Special  Subcommittee  on 

Investigations  of  the  Committee  on 

Interstate  and  Foreign  Commerce 

November  26,  1974 


Mr.  Chairman,  on  behalf  of  myt^elf  and  my  colleagues  at  the  Civil 
Aeronautics  Board,  I  would  like  to  thank  you  for  giving  us  the  opportunity 
to  present  testimony  concerning  the  sequence  of  events,  and  CAB  pro- 
cedures, which  culminated  in  the  Board's  decision  to  permit  to  become 
effective  the  four-percent  increase  in  domestic  passenger  fares  proposed 
by  the  domestic  airlines.   To  set  the  stage,  I  would  like  to  give  the 
Committee  some  background  on  ratemaking  at  the  CAB. 

Up  until  1970  ratemaking  at  the  Board  was  one  of  the  great 
unpredictables.   The  standards  were  inexact.   In  particular  there  were 
no  guidelines  relating  to  the  amount  of  capacity  to  be  recognized  for 
ratemaking  purposes. 

In  January  1970  the  Board  set  down  the  most  comprehensive  investigation 
ever  undertaken  into  the  question  of  ratemaking  for  domestic  passenger 
service.   This  case  was  entitled  the  "Domestic  Passenger  Fare  Investigation.' 
Because  of  its  magnitude  it  was  divided  into  nine  separate  phases,  each 
phase  undertaking  to  examine  a  major  element  of  passenger  ratemaking. 

In  March  of  this  year  the  Board  issued  its  final  decisions  in  the 
two  closing  phases  of  this  case.   Petitions  for  reconsideration  are  still 
pending  before  the  Board  on  these  items. 
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For  many  years  one  of  the  recurring  criticisms  made  of  Federal 
regulatory  agencies  has  been  that  these  agencies  fail  to  set  standards 
for  the  public  and  the  regulated  industries  to  rely  upon.   The  Domestic 
Passenger  Fare  Investigation  is  not  just  some  rate  case.   It  is  an 
attempt  to  look, at  the  needs  of  the  consumer  for  economic  air  transporta- 
tion at  reasonable  rates  throughout  the  United  States.   It  is  also  an 
attempt  to  look  at  the  air  transportation  system's  need  for  revenues 
to  provide  the  air  service  which  the  public  convenience  and  necessity 
requires.   The  Board  looked  at  the  system  as  a  whole,  long  haul  and 
short  haul,  large  city  and  small  city,  large  carrier  and  small  carrier, 
business  traveler  and  vacation  traveler.   In  the  end  the  Board  found 
that  the  public  should  not  be  required  to  pay  the  costs  incurred  by  the 
carriers  in  operating  excessive  capacity  on  the  domestic  air  transporta- 
tion system.   So  it  was  that  the  Board  for  the  first  time  established 
seating  configuration  and  load  factor  standards  for  airplanes  for 
purposes  of  establishing  a  fair  and  reasonable  passenger  rate  level. 

What  did  all  of  this  mean  for  the  travelling  public?  In  1973  we 
estimate  that  by  disallowing  excess  capacity  costs  from  the  rate  base  we 
saved  the  consumer  $540  million  in  expenses  actually  incurred  by  the 
carriers.   Furthermore  by  excluding  the  equipment  costs  from  the  rate 
base  for  the  same  period  we  did  not  allow  some  additional  $60  million 
in  carrier  return  on  investment.   In  short  these  new  standards  for 
ratemaking  saved  the  consumer  approximately  $600  million  in  1973. 
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In  November  1973,  the  Board  unanimously  approved  a  5%  increase  for 
effectiveness  on  December  1,  1973  in  the  domestic  passenger  fare  level 
based  upon  the  standards  enunciated   in  the  then  completed  phases  of 
the  Domestic  Passenger  Fare  Investigation.   The  standards  utilized  in 
that  fare  increase  were  the  same  as  the  Board  used  in  evaluating  the 
4%  fare  increase  which  became  effective  this  November  15th. 

On  March  22,  1974,  the  Board  by  Order  74-3-96  suspended  various 
proposals  to  increase  domestic  fares,  but  at  the  same  time  indicated  its 
belief  that  the  carriers  should  be  permitted  to  cover  experienced 
increases  in  the  price  of  fuel.   The  Board  indicated,  however,  that 
any  tariffs  reflecting  a  fuel  related  increase  should  bear  an 
October  31,  1974,  expiration  date  in  order  to  offer  the  Board  an 
opportunity  to  evaluate  the  new  fare  level  on  the  basis  of  data  accumulated 
through  the  second  quarter  of  1974.   The  carriers  later  filed  tariffs 
reflecting  a  six-percent  increase  which  were  permitted  to  become 
effective  on  April  16,  1974.   The  tariffs  contained  an  October  31,  1974, 
expiration  date. 

In  August  1974  Eastern  proposed  to  extend  the  April  fare  increase 
beyond  October  31,  1974.   By  Order  74-8-90,  August  22,  1974,  the  Board 
rejected  that  proposal,  concluding  that  Eastern  had  failed  to  provide 
adequate  justification.   (The  staff  recommendation  in  that  matter  was 
presented  to  the  Board  in  Notation  4733,  dated  August  16,  1974.) 
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The  various  carriers  again  began  filing  proposals  to  extend  the 
April  fare  increase  and  to  increase  fares  by  amounts  ranging  up  to  seven 
percent  in  the  latter  half  of  September.   These  proposals  were  the  sub- 
ject of  various  documents  between  the  staff  and  the  Board,  and  various 
Board  documents  released  to  the  public  as  described  below. 

Prior  to  the  staff  recommendation  to  the  Board  on  the  fare  proposals 
Member  Minetti's  assistant,  Mr.  Houghteling,  requested  from  Mr.  Bennett 
of  the  Bureau  of  Economics  staff,  various  calculations  relevant  to  a  l 
further  phase-in  of  the  discount  fare  adjustment  (per  Mr.  Houghtelingbs 
memorandum  dated  October  7,  1974).  The  issue  of  the  discount  fare  a 
adjustment  is  discussed  in  more  detail  in  the  attached  statement  of  the 
majority  members. 

The  staff's  recommendations  to  the  Board  regarding  the  carriers'  i 
fare  proposals  was  presented  to  the  Board  by  Notation  4851,  dated     i 
October  21,  1974.   The  recommendation  was  to  approve,  subject  to  the 
requirement  that  an  expiration  date  be  added  to  the  four-percent  increase 
The  latter  recommendation,  as  indicated  in  the  Notation  memorandum,  was 
made  in  view  of  what  appeared  to  be  emerging,  yet  uncertain,  trends 
which  could  affect  carriers'  profitability  in  the  future. 

On  October  22,  1974,  the  Board  met  and  approved  the  continuation 
of  the  six-percent  April  increase  for  carriers  whose  tariffs  were 
effective  October  25  and  27. 
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On  October  25,  1974,  Member  Minetti,  in  a  memoranduTn  to  the  Director, 
Bureau  of  Economics,  requested  further  information  with  respect  to  the 
four-percent  fare  increase.   The  staff  responded  to  Member  Minetti 's 
request  in  a  memorandum  to  the  Board  dated  October  30,  1974.   That  same 
day  a  memorandum  was  circulated  to  the  Board  setting  forth  the  position 
of  the  Office  of  the  Consumer  Advocate.   The  staff  also  met  with  the 
Board  on  that  date  to  discuss  the  pending  tariffs.   In  a  separate 
meeting,  the  Board  decided  to  permit  the  four-percent  fare  increase 
to  become  effective  subject  to  the  tariff  being  marked  to  expire 
June  30,  1975,   Mr.  Sherer  advised  Airline  Tariff  Publishers  late  on 
October  30  of  the  Board's  decision  and  orally  gave  them  the  necessary 
special  tariff  permission  numbers  to  permit  printing  and  filing  of 
tariffs  postponihg  the  increase  from  November  1  to  November  15,  1974. 
This  extension  had  been  proposed  in  order  for  the  four-percent  fare 
increase  to  coincide  with  the  effective  date  of  the  related  increases 
in  the  carriers'  interline  joint  fares. 

On  October  31,  the  Board  met  and  authorized  Press  Release  No. 
C.A.B.  74-237,  which  announced  that  a  Board  majority  had  concluded  to 
permit  the  additional  four-percent  increase.   On  that  same  date  the 
staff  confirmed  in  writing  the  grant  of  special  tariff  permission  to 
delay  the  effective  date  of  their  four-percent  increase  from 
November  1  to  November  15,  1974.   The  staff  granted  the  necessary 
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special  tariff  permission  to  effect  that  postponement,  subject  to  the 
condition  that  the  carriers  place  a  June  30,  1975,  expiration  date  on 
their  tariffs.   This  condition  was  imposed  in  the  special  tariff 
permission  in  order  to  carry  out  the  decision  of  the  Board  to  have  an 
expiration  date  placed  upon  the  four-percent  increase. 

Subsequently,  on  November  12,  1974,  a  complaint  was  filed  by  the 
Honorable  John  E.  Moss,  ejt  al . ,  Members  of  Congress,  requesting  rejection 
or,  in  the  alternative,  investigation  and  suspension  of  the  four-percent 
fare  increase.   The  Board  dismissed  that  complaint  by  Order  74-11-52, 
November  14,  1974.   (The  staff  recommendation  was  presented  to  the 
Board  in  Notation  4905,  also  dated  November  14).  ; 

On  November  15,  1974,  the  Board  issued  Press  Release  No.  C.A.B. 
74-252  announcing  that  the  Board  had  dismissed  the  Moss  complaint. 

A  chronology  of  the  various  carrier  proposals  to  extend  the  six- 
percent  increase  or  implement  the  additional  four-percent  increase, 
together  with  the  staff  actions  pertaining  to  those  filings,  is  presented 
in  Appendix  A  attached.   The  various  documents  referred  to  above  have 
been  submitted  to  the  Committee, 

Mr.  Chairman,  my  colleagues  and  I  along  with  our  staff  stand  ready 
to  answer  any  questions  you  might  have  relating  to  this  fare  increase. 
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TARIFF  ACTIVITY  IN  TARIFF  C.  A.  B.  No.  202 


Relating  to  Domestic  Fare  Increases 
Chronology  of  Events 


DATE 
8/2/74 


8/7/74 


8/14/74 

J 

8/15/74 


EVENT 

Supplement  No.  42  Issued  on  behalf  of  EA,  on  statutory 
notice,  for  effectiveness  September  1,  1974,  proposing  to 
continue  the  6%  increase  (which  was  effective  April  16,  1974 
with  an  expiration  date  of  October  31,  1974). 

Airline  Tariff  Publishers,  Inc.,  filed  Special  Tariff  Permission 
Application  No.  4932  to  refile  EA's  proposal  to  continue  the  (>% 
increase  in  order  to  cancel  Supplement  No.  25  which  through 
error  was  not  cancelled  in  Supplement  No.  42. 

Special  Tariff  Permission  Application  No.  4932,  was  granted 
under  Permission  No.  34649  to  cancel  Supplement  No.  25. 

Supplement  No.  47  Issued  on  behalf  of  EA,  on  one  day's 
notice,  for  effectiveness  September  1,  1974,  to  correct  the 
above  error,  under  STP  No.  34649. 


8/16/74 

8/22/74 
8/30/74 
9/18/74 


Supplement  No.  48  Issued  on  behalf  of  BN  and  UA,  on  statutory 
notice  for  effectiveness  September  15,  1974,  proposing  to 
continue  the  6%  increase  (Same  as  EA) . 

Board  Order  74-8-90  rejected  Supplement  No.  42  (EA)  above, 
for  lack  of  updated  justification. 

Supplements  No.  47  and  48  were  rejected  also  for  lack  of 
justification  in  Rejection  Notice  Nos.  B-8  and  B-9. 

Supplement  No.  49  Issued  on  behalf  of  UA,  on  statutory 
notice  for  effectiveness  October  18,  1974,  proposing  to 
continue  the  67.  increase. 


9/20/74 


9/20/74 


Supplement  No.  51  Issued  on  behalf  of  EA,  on  statutory 
notice  for  effectiveness  October  20,  1974,  proposing  to 
continue  the  67o  increase. 

Supplement  No.  52  Issued  on  behalf  of  EA,  on  statutory 
notice  for  effectiveness  November  1,  1974,  proposing  to 
increase  domestic  passenger  fares  47o. 
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DATE 


^iibiik 


9125111* 


Supplement  No.  53  Issued  on  behalf  of  NW,  on  statutory 
notice  for  effectiveness  October  23,  1974,  proposing  to 
continue  the  67,  increase. 

Supplement  No.  53  was  rejected  because  it  proposed  to 
cancel  Supplement  No.  51  but  failed  to  bring  forward  matter 
from  that  supplement. 

Supplement  No.  54  Issued  on  behalf  of  TW  and  OA  on  statutory 
notice  for  effectiveness  October  25,  1974,  proposing  to 
continue  the  67.  increase. 


9/26/74 


9/27/74 


9/27/74 


10/1/74 


10/1/74 


10/2/74 


10/2/74 


10/2/74 


10/2/74 


Supplement  No.  55  Posted  on  behalf  of  TW  on  statutory 
notice  for  effectiveness  of  November  1,  1974,  proposing 
to  increase  domestic  passenger  fares  4%. 

Supplement  No.  56  Issued  on  behalf  of  AA,  on  statutory 
notice  for  effectiveness  October  27,  1974,  to  continue  the 
67o  increase. 

Supplement  No.  57  Posted  on  behalf  of  AA  on  statutory 
notice  for  effectiveness  November  1,  1974,  proposing 
to  increase  domestic  passenger  fares  47.. 

Supplement  No.  59  Issued  on  behalf  of  AL,  CO,  FL,  NA,  NC, 
OZ  and  PI,  on  statutory  notice  for  effectiveness 
November  1,  1974,  to  continue  the  67.  increase. 

Supplement  No.  60  Issued  on  behalf  of  CO,  on  statutory 
notice  for  effectiveness  of  November  1,  1974,  proposing 
to  increase  domestic  passenger  fares  7%. 

Supplement  No.  61  Issued  on  behalf  of  RW,  BN,  DL,  NW, 
SO,  TT  and  WA  on  statutory  notice  for  effectiveness 
November  1,  1974,  to  continue  the  67.  increase. 

Supplement  No.  62  Issued  on  behalf  of  WA,  on  statutory 
notice  for  effectiveness  November  1,  1974,  to  increase 
domestic  passenger  fares  4%. 

Supplement  No.  63  Issued  on  behalf  of  RW,  on  statutory 
notice  for  effectiveness  November  1,  1974,  to  increase 
domestic  passenger  fares  1.8%. 

Supplement  No.  64  Issued  on  statutory  notice  for 
effectiveness  November  1,  1974,  cancelling  Supplement 
Nos.  56,  59  and  61  to  correct  the  cancellation  of 
Supplement  56  which  was  omitted  in  Supplement  No.  61. 
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DATE 


lOl-i/lh 


10/3/74 


10/3/74 


10/3/74 


10/3/74 


10/7/74 


10/7/74 


EVENT 

Supplement  No,  65  Issued  on  behalf  of  AL,  BN,  DL,  FL,  NW,  OZ , 
SO,  TT  and  UA  on  statutory  notice  for  effectiveness  November  1, 
1974  to  increase  domestic  passenger  fares  4%. 

Airline  Tariff  Publishers,  Inc.,  filed  Special  Tariff  Permission 
Application  No.  5042  to  republish  Supplement  No.  60  for  CO 
because  of  bad  printing.   Granted  under  Permission  No.  34981 
to  become  effective  November  1,  1974. 

Supplement  No.  66  Issued  on  one  day's  notice  for  effectiveness 
November  2,  1974,  under  STP  No.  34981  to  correct  bad  printing 
for  CO. 

Airline  Tariff  Publishers,  Inc.,  was  notified  by  phone  that 
Supplement  No.  66  would  be  rejected  again  for  bad  printing  and 
because  their  application  asked  to  make  the  publication  effective 
November  1,  1974,  but  through  error  published  for  effectiveness 
November  2,  1974. 

Airline  Tariff  Publishers,  Inc.  filed  Special  Tariff  Permission 
Application  No.  5045  to  correct  a  clerical  error  in  Supplement 
No.  65.   Granted  under  permission  No.  34991.   (Authority  was 
not  used  since  error  was  corrected  in  a  subsequent  supplement.) 

Supplement  No.  67  Issued  on  behalf  of  NA,  NO  and  PI  on  statutory 
notice  for  effectiveness  November  2,  1974  to  increase  domestic 
passenger  fares  4%. 

Airline  Tariff  Publishers,  Inc.,  filed  Special  Tariff  Permission 
Application  No.  5047  to  advance  the  effective  date  of  November  2, 
1974  on  Supplement  No.  67  to  November  1,  1974. 

Supplement  No.  68  Issued  on  one  day's  notice  for  effectiveness 
November  1,  1974  under  STP  No.  34981  for  CO  to  correct  bad 
printing. 

Airline  Tariff  Publishers,  Inc.,  was  again  notified  by  phone  that 
Supplement  No.  68  would  also  be  rejected  for  bad  printing. 

Airline  Tariff  Publishers,  Inc.,  filed  Special  Tariff  Permission 
Application  No.  5053  seeking  to  postpone  the  effective  date  of 
supplements  on  file  which  continued  the  6%  increase  for  UA,  to 
October  25,  1974  and  for  EA,  to  November  1,  1974. 

Special  Tariff  Permission  Application  No.  5053  was  granted  under 
Permission  No.  35018  as  requested. 
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DATE 
10/9/74 


10/10/74 
10/10/74 


EVENT 

Supplemant  No.  69  Issued  under  Special  Tariff  Permission  No. 
35018,  on  one  day's  notice  to  implement  the  changes  requested 
in  Special  Tariff  Permission  Application  No.  5053. 

Special  Tariff  Permission  Application  No.  5047  was  denied. 

Airline  Tariff  Publishers,  Inc.,  filed  Special  Tariff  Permis- 
sion Application  No.  5060  for  permission  to  delete  RW  froii 
the  list  of  carriers  in  Supplement  No.  67,  which  was  added 
in  error  and  to  change  the  application  of  Supplement  67  to 
limit  the  proposed  47o  in:rease  in  do-nestic  passenger  fares 
to  be  applicable  only  between  points  in  the  Continental 
U.  S. 


10/10/74         Rejection  Notice  No.  B-300  rejected  Supplement  No.  68 

because  of  bad  printing  and  size  of  type  was  too  small. 

10/11/74         Supplement  No.  70  Issued  on  behalf  of  CC^  on  one  day's 

notice  for  effectiveness  November  1,  1974,  under  Special 
Tariff  Permission  No.  34981  to  correct  bad  printing. 

Special  Permission  Application  No.  5050  was  granted  under 
Permission  No.  35046  as  requested. 

Rejection  Notice  No.  B-261  rejected  Supplement  No.  66 
for  bad  printing. 

Supplement  No.  72  Issued  under  Special  Tariff  Permission 
No.  35046  on  one  day's  notice  for  effectiveness  Noverabei.  2,  1974, 
to  delete  RW  fron  list  of  carriers  proposing  a  4%  increase  and 
to  change  the  application  to  apply  between  points  in  the 
Continental  U.  S.  only. 

Supplemant  No.  73  Issued  on  behalf  of  RhJ,  on  statutory 
notice,  for  effectiveness  November  15,  1974,  to  increase 
domestic  passenger  fares  to  4%. 
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Appendix  A 

Page  5  of  6  pages 


DATE  EVENT 

10/25/74       Airline  Tariff  Publishers,  Inc.  filed  Special  Tariff  Permission 
Application  No.  5100  for  permission  to  cancel  Supplement  Nos. 
60  and  70  prior  to  their  becoming  effective  November  1,  1974 
and  to  reduce  the  proposed  increase  to  47„  for  CO  to  become 
effective  November  1,  1974. 

10/25/74       Special  Tariff  Permission  Application  No.  5100  was  granted  under 
Permission  No.  35144  as  requested. 

10/29/74       Supplement  No.  74  Issued  on  behalf  of  CO  on  one  day's  notice 

for  effectiveness  November  1,  1974  under  Special  Tariff 

Permission  No.  35144  to  reduce  the  increase  in  domestic 
passenger  fares  to  l£U. 

10/I9nu  Airline  Tariff  Publishers,  Inc.,  filed  Special  Tariff  Permission 

Application  No.  5082  for  permission  to  cancel,  except  for  SO, 
all  previous  supplements  in  which  carriers  had  proposed  to 
Increase  domestic  passenger  fares  for  effectiveness  for 
November  1,  1974  and  to  postpone  the  effectiveness  of  such 
increases  to  November  15,  1974,   Also  to  transfer  the  increases 
from  supplements  to  tariff  pages.  (This  application  was 
informally  accepted  for  holding  by  the  Tariffs  Section  on  or 
about  October  25,  1974,  pursuant  to  a  telephone  request  from 
Mr.  Squire  of  Airline  Tariff  Publishers,  Inc.   Mr.  Squire  stated 
that  carriers  had  instructed  him  to  postpone  the  increase  to 
November  15,  1974  if  it  was  approved  by  the  Board  for  November  1, 
1974  effectiveness,  and  he  expressed  concern  that  Board  action 
could  be  so  late  that,  if  the  Board  approved  the  increase,  he 
would  not  be  able  to  transmit  the  application  in  time  to  carry  out  his 
instructions.   He  further  stated  that  he  did  not  want  to  formally 
file  the  application  prior  to  action  by  the  Board,  since  the 
carriers  had  instructed  him  to  postpone  the  increase  only  if  it 
was  approved  by  the  Board.) 

10/30/74       Special  Tariff  Permission  Application  No.  5082  was  granted 

under  Permission  No.  35181  with  the  provision  that  an  expiration 
date  of  June  30,  1975  be  shown  in  connection  with  the  increase 
in  passenger  fares. 

10/31/74       Supplement  No.  76  Issued  on  one  day's  notice  for  effectiveness 
November  1,  1974  under  Special  Tariff  Permission  No.  35181  to 
cancel  all  supplements  proposing  to  increase  domestic  passenger 
fares  for  all  carriers,  except  for  account  of  SO,  and  marked  to 
expire  with  November  14,  1974. 
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Page  6  of  6  pages 


DATE  EVENT 

11/1/74        All  necessary  tariff  pages  were  revised  to  reflect  the  4% 
Increase  In  fares  between  points  In  the  Continental  United 
States  for  account  of  RW,  AL,  AA,  BN,  CO,  DL,  EA,  FL,  NA,  NC, 
NW,  OZ,  PI,  SO,  TT,  TW,  UA  and  WA,  for  effectiveness  November  15, 
1974. 


11/1/74        Supplement  No.  77  Posted  on  behalf  of  RW,  AL,  AA,  BN,  CO,  DL, 
EA,  FL,  NA,  NC,  NW,  OZ ,  PI,  SO,  TT,  TW,  UA  and  WA  on  statutory 
notice  for  effectiveness  July  1,  1975  to  reflect  an  expiration 
date  of  June  30,  1975  for  the  4%  increase  in  domestic  passenger 
fares. 


124 


THE  FOLLOWING  WAS  SUBMITTED  BY  THE  BOARD 
IN  FURTHER  RESPONSE  TO  QUESTION  3 
AS  REQUESTED  BY  PROF.  STEVEN  BREYER 
Tariff  Processing  by  the 
Civil  Aeronautics  Board 


The  tariff  review  function  of  the  Board  is  assigned  to  the 
Passenger  and  Cargo  Rates  Division  of  the  Bureau  of  Economics. 
Procedures  followed  in  performing  this  function  are  summarized  below: 

1.  A  carrier  instructs  its  tariff  agent  to  file  a  particular 
tariff. 

2.  The  tariff  is  filed  together  with  economic  justification. 

3.  The  Tariffs  Section  reviews  the  tariff  for  technical  compliance 
with  filing  requirements  of  Part  221  of  the  Board's  Economic 
Regulations .''' 

4.  Tariffs  not  meeting  technical  requirements  of  Part  221  are 
rejected  and  hence  are  null  and  void. 

5.  Tariffs  Section  screens  and  briefly  summarizes  accepted 
tariffs  for  review  by  substantive  Sections,  Domestic 
Passenger  Fares  Section,  Domestic  Cargo  Rates  Section  and 
lATA  Rates  and  Fares  Section.   Tariffs  matching  fares  or 
rates  of  other  carriers,  making  non-substantive  charges, 

etc.  are  permitted  to  become  effective  without  further  action. 
Summaries  are  referred  to  Division  Office  for  assignment  and 
establishment  of  procedural  dates  for  action. 


E.g. ,  printing,  size  of  type,  persons  or  property  (not  both)  in 
same  tariff,  aircraft  used  and  seating  configuration  shown,  routing 
shown,  quantity  to  which  rate  applies,  etc. 
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6.  Substantive  sections  review  tariffs  referred  from  Tariffs 
Section.'  After  review,  tariffs  on  which  no  action  is 
contemplated  are  summarized  and  "no  review"  recommendation 
is  passed  on  and  approved  by  senior  analysts.  Chief  of 
Section  and  Assistant  Chief  or  Assistant  to  Chief,  Passenger 
and  Cargo  Rates  Division, 

7.  Tariffs  complained  against  or  raising  major  policy  questions 
are  more  comprehensively  studied.   This  process  involves 
traffic  and  cost  analysis,  generation/diversion  studies, 
evaluation  of  objecting  and  supporting  pleadings  etc. 
Suspension  or  dismissal  of  complaint  recommendations  are 
discussed  and  agreed  upon  within  the  Division  and  in  certain 
cases  with  the  Director  or  Deputy  Director,  Bureau  of 
Economics.   Cases  of  suspension  or  dismissal  of  complaints 
require  drafting  a  Board  order  disposing  of  the  issues.   A 
memorandum,  including  a  summary  of  the  analysis  made,  is 
submitted  to  the  Board  recommending  Board  action.   Draft 
orders  are  cleared  by  the  Legal  Division,  Bureau  of  Economics, 
and  where  deemed  appropriate  by  the  Office  of  General  Counsel. 

8.  The  notation  memorandum  may  be  acted  upon  by  the  Board  by 
written  notation  on  the  voting  sheet  circulated  with  the 
memorandum  or  by  vote  following  a  formal  meeting  with  the 
staff.   Final  orders  issue  setting  forth  the  Board's  decision. 
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9.   The  Federal  Aviation  Act  requires  that  tariffs  be  filed  on 
thirty  day's  notice;  therefore,  the  process  described  above 
must  be  completed  within  thirty  days.   Domestic  tariffs 
become  effective  without  Board  suspension  action  within 
thirty  days.   Foreign  air  transportation  tariffs  may  be 
suspended  at  any  time. 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON.  D.C.  20428 


IMMEDIATE       ^^^   RELEAl 


SEPTEMBER  13,  1974 
(202)  382-6031  CAB  74-197 


The  Civil  Aeronautics  Board  today  released  a  tabulation  showing  the 
return  on  investment  of  the  domestic  trunks  in  48-state  scheduled  passenger 
service  according  to  the  standards  set  forth  in  thase  7  of  the  Domestic 
lassenger-Fare  Investigation. 

The  Board  noted  that  the  fiscal  year  covered  by  the  tabulation  includes 
eight  months  of  operations  under  the  Federal  Mandatory  Fuel  Allocation 
program.   As  a  result,  it  is  likely  that  unit  costs  were  abnormally  high 
because  of  service  cutbacks,  coupled  with  substantial  increases  in  jet  fuel 
prices,  since  November  1,  1973,  and,  therefore,  are  not  necessarily  repre- 
sentative of  future  period  results.   Available  ton  mile  costs  for  the  trunks' 
domestic  services  increased  17.7  percent  during  the  fiscal  year  ended 
June  30,  1974,  a  substantial  increase  when  compared  to  the  6.9  percent  in- 
crease during  the  fiscal  year  ended  June  30,  1973.   These  unit  costs  Increased 
25.4  percent  during  the  quarter  ended  June  30,  1974  over  the  same  period  in 
1973.   The  change  during  the  same  quarter  in  1973  over  1972  was  5.2  percent. 
The  Board  believes  that  there  were  significant  one-time  nonrecurring  costs 
related  to  capacity  cutbacks  during  this  fiscal  year.   The  Board  believes, 
therefore,  that  future  cost  trends  should  reflect  a  more  normal  rate  of 
inflation. 

The  tabulation  is  entitled  "Analysis  of  Domestic  Trunk  Performance  for 
the  Year  Ended  June  30,  1974  in  Accordance  with  the  Standards  Set  Forth  in 
fhase  7  of  the  Domestic  Passenger- Fare  Investigation." 
.^ MORE 


128 


The  analysis  shows  that,  for  the  twelve  months  ended  June  30,  1974, 
the  domestic  trunks  in  48-state  scheduled  passenger  service  earned  an 
8.13  percent  return  on  investment.   When  the  data  are  adjusted  to  reflect 
the  55  percent  standard  load  factor  with  standard  seating  and  the  removal 
of  Youth,  Family,  and  Discover  America  discount  RL^M's,  revenues,  and  costs; 
the  return  on  investment  equals  9.95  percent.   When  the  data  are  further 
adjusted  for  the  annual ization  of  the  b   percent  fare  increase  effective,, 
December  1,  1973,  and  the  6  percent  fare  increase  effective  April  16,  1974, 
and  for  an  inflation  factor  net  of  productivity  of  10.91  percent,  the  r,eturn 
on  investment  equals  7.66  percent.  i 

Additional  copies  of  this  .--ress  Release  which  includes  the  tabulation 

are  available  from  the  CAB  Publications  Services  Section,  Room  515, 

1825  Connecticut  Avenue,  N.W.,  Washington,  D.C.  20428. 

it    #    /'    /'    il 
ATTAC  tlMENT 
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Attachment 


ANALYSIS  OF  DOMESTIC  TRUNK  PERFORMANCE  FOR  THE  YEAR  ENDED  JUNE  30,  1974 
IN  ACCORDANCE  WITH  THE  STANDARDS  SET  FORTH  IN  fHASE  7  OF  THE 
,.   DOMESTIC  PASSENGER- FARE  INVESTIGATION 
(Dollars  in  Thousands) 

Projected  Forward  to 
December  31,  1974  by 
Annualization  of 
,,  ^1  Fare  Increases  and 

10.91%  Cost  Increase 
(3) 


Unad  iusted 
(1) 


RPM's  (Millions)  105,957 

ASM's  (Millions)  193,780 

Load  Factor  (%)  55.2 

Yield  (C)*"  6.9932 

tassenger ^Revenue  $7,479,758 

Operating  Revenue  $7,671,642 

Operating' Expense  7 ,037 , 740 

Operating  Profit  $   633,902 

Interest  200,626 

Earnings  $   433,276 

Tax  (at  48%)  207,972 

Net  Income  $   225,304 

Return  $   425,930 

Investment  $5,239,736 

Return  on  Investment  (%)  8.13 


Ad  justed  - 
(2) 

104,955 

190,792 

55.0 

7. 1065 

$7,458,631 

$7,650,515 

6,858,461 

$   792,054 

194,046 

$   598,008 

287,044 

$  310,964 

$   505,010 

$5,073,391 

9.95 


100,223 

182,200 

55.0 

7.5886 

$7,605,511 

$7,797,395 

7,248,185 

$   549,210 

188,385 

$   360,825 

173,196 

$   187.629 

$  376,014 

$4,910,747 

7.66 


\l      Form  41  Reports,  adjusted  to  reflect  48-state  scheduled  passenger 
operations;  and  adjusted  for  regulatory  depreciation  and  regulatory 
investment . 

21      Adjusted  for  the  removal  of  Youth,  Family,  and  Discover  America 

discount  RPM's,  revenues,  and  costs;  and  the  55  percent  standard  load 
factor  with  standard  seating. 

3/   A  five  percent  increase  was  effective  December  1,  1973,  and  a  six  per- 
cent increase  was  effective  April  16,  1974.  Operating  expense  per  ASM  for 
the  year  ended  June  30,  1974  was  10.91  percent  over  that  for  the  pre- 
ceeding  yar. 
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Civil  Aeronautics  Board  Procedures  in  Handling  the 
Domestic  4%  Fare  Increase  Effective  November  1974 

On  March  22,  1974,  the  Board  by  Order  74-3-96  suspended  various 
proposals  to  increase  domestic  fares,  but  at  the  same  time  indicated  its 
belief  that  the  carriers  should  be  permitted  to  cover  experienced 
increases  in  the  price  of  fuel.   The  Board  stated,  however,  that  any 
tariffs  reflecting  a  fuel  related  increase  should  bear  an  October  31, 
1974,  expiration  date  in  order  to  afford  the  Board  an  opportunity  to 
evaluate  the  new  fare  level  on  the  basis  of  data  accumulated  through  the 
second  quarter  of  1974.   The  carriers  later  filed  tariffs  reflecting  a 
six-percent  increase  which  were  permitted  to  become  effective  on  April  16, 
1974.   The  tariffs  contained  an  October  31,  1974,  expiration  date. 

In  August  1974,  Eastern  proposed  to  extend  the  April  fare  increase 
beyond  October  31,  1974.   By  Order  74-8-90,  August  22,  1974,  the  Board 
rejected  that  proposal,  concluding  that  Eastern  had  failed  to  provide 
adequate  justification.   Eastern  relied  on  fuel  price  escalation  alone  and 
did  not  submit  the  updated  industry  results  through  June  1974  which  the 
Board  had  indicated  would  be  necessary  for  evaluation  of  continuation  of  the 
six  percent  increase.   Subsequently  by  Press  Release  74-197,  September  13, 
the  Board  released  an  industry  return  on  investment  tabulation  for  the  year 
ended  June  30,  1974  and  projected  forward  through  1974. 

The  various  carriers  again  began  filing  proposals  in  the  latter  half 
of  September  to  extend  the  April  fare  increase  and  to  further  increase  fares 
by  amounts  ranging  up  to  seven  percent.   These  proposals  were  the  subject 
of  various  documents  between  the  staff  and  the  Board,  and  various  Board 
documents  released  to  the  public  as  described  below. 
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Prior  to  the  staff  recommendation  to  the  Board  on  the  fare  proposals. 
Member  Minetti's  assistant,  requested  various  calculations  relevant  to 
a  further  phase-in  of  the  discount  fare  adjustment  from  the  Bureau  of 
Economics  staff.   The  issue  of  the  discount  fare  adjustment  is  discussed 
in  more  detail  in  the  individual  statements  of  the  members. 

The  staff's  recommendations  to  the  Board  regarding  the  carriers' 
fare  proposals  were  presented  to  the  Board  by  memorandum,  dated 
October  21,  1974.   The  recommendation  was  to  permit,  subject  to  the 
requirement  that  an  expiration  date  be  added  to  the  four-percent  increase. 
The  latter  recommendation,  as  indicated  in  the  memorandum,  was  made 
in  view  of  what  appeared  to  be  emerging,  although  yet  uncertain,  trends 
which  could  affect  carriers'  profitability  in  the  future. 

On  October  22,  1974,  the  Board  met  and  approved  continuation 
of  the  six-percent  April  increase  for  carriers  whose  tariffs  were 
effective  October  25  and  27. 

On  October  25,  1974,  Member  Minetti,  in  a  memorandum  to  the  Director. 
Bureau  of  Economics,  requested  further  information  with  respect  to  the 
four-percent  fare  increase.   The  staff  responded  to  this  request  in  a 
memorandum  to  the  Board  dated  October  30,  1974.   That  same  day,  a 
memorandum  was  circulated  to  the  Board  setting  forth  the  position  of  the 
Office  of  the  Consumer  Advocate.   The  staff  also  met  with  the  Board  on 
that  date  to  discuss  the  pending  tariffs.   In  a  separate  meeting,  the 
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Board  decided  to  permit  the  four-percent  fare  increase  to  become 
effective  subject  to  the  tariffs  being  marked  to  expire  June  30,  1975. 
On  October  30  the  Board  also  orally  gave  the  necessary  special  tariff 
permission  to  permit  carriers  to  postpone  the  increase  from  November  1 
to  November  15,  1974.   This  extension  had  been  proposed  so  that  the 
four-percent  fare  increase  would  coincide  with  the  effective  date  of  the 
carriers'  related  increases  in  interline  joint  fares. 

On  October  31,  the  Board  met  and  authorized  Press  Release  No. 
CA.B.  74-237,  which  announced  that  a  Board  majority  had  concluded  to 
permit  the  additional  four-percent  increase.   On  that  same  date,  the 
staff  confirmed  in  writing  the  grant  of  special  tariff  permission  to 
delay  the  effective  date  of  the  four-percent  increase  from  November  1 
to  November  15,  1974.   The  staff  granted  the  necessary  special  tariff 
permission  to  effect  that  postponement,  subject  to  the  condition  that 
the  carriers  place  a  June  30,  1975,  expiration  date  on  their  tariffs. 
This  condition  was  imposed  in  the  special  tariff  permission  to  carry 
out  the  Board's  decision  that  an  expiration  date  be  placed  upon  the 
four-percent  increase. 

Subsequently,  on  November  12,  1974,  a  complaint  was  filed  by  the 
Honorable  John  E.  Moss,  e_t  £l . ,  Members  of  Congress,  requesting  rejection 
or,  in  the  alternative,  investigation  and  suspension  of  the  four-percent 
fare  increase.   The  Board  dismissed  that  complaint  by  Order  74-11-62, 
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November  14,  1974.   On  November  15,  1974,  the  Board  issued  Press  Release 
No.  C.A.B.  74-252  announcing  that  the  Board  had  dismissed  the  Moss 
complaint. 


134 


Questions  4,  5,  6,  and  7. 


4.  Please  list  all  meetings  and  phone  conversations  occurring  within  the 
past  year  involving  any  representative  of  any  firm  regulated  by  the  Board, 
and  a.)  a  Board  member,  or  b.)  his  personal  assistants,  or  c.)  a  bureau 
director,  where  the  matters  discussed  included  any  matter  which  was,  or 
which  later  became,  the  subject,  in  part  or  in  whole,  of  a  rulemaking 
proceeding,  or  an  adjudicatory  proceeding.   Include  social  occasions. 
Omit  formal  meetings  of  the  Board.   Describe  each  such  conversation; 
include  a  list  of  those  present,  the  subjects  discussed,  and  the  positions 
taken  by  the  parties. 

5.  Please  list  all  other  meetings  and  phone  conversations   occurring  within 
the  past  year  Involving  any  representative  of  any  firm  regulated  by  the 
Board,  and  any  Board  member.   Include  social  occasslons.   Omit  formal 
meetings  of  the  Board..  Describe  each  such  conversation;  Include  a  list  of 
those  present,  the  subjects  discussed,  and  the  positions  taken  by  the 
patties. 

6.  Please  provide  the  same  information  requested  in  question  #  4  in  respect 
to  meetings  or  phone  conversations  within  the  past  year  involving  employees 
of  the  executive  branch,  and  a.)  a  Board  member,  or  b.)  his  personal  as- 
sistants, or  c.)  a  bureau  director. 

7.  Please  provide  the  same  Information  requested  in  question  #  5  In  respect 
to  meetings  or  phone  conversations  within  the  past  year  involving  a  member 
of  the  executive  branch  and  a  Board  member. 

Response  of  the  Board: 

l_   The  contacts  of  Board  members  in  1974  are  summarized  in  the  XoHo^ing 
table  which  was  prepared  from  the  answers  to  questions  4  thru  7 ,_/ 
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Question  8.  List  the  one  hundred  most  traveled  city  pair  routes- 
Including  International  as  well  as  domestic  routes.   As  to  each  list 
the  fares  for  an  ordinary  coach  flight  for  each  year  from  1965  to  the 
present.   List  the  load  factors  and  number  of  competitors  and  effective 
competitors  on  each  route  for  the  year  1965  to  the  present.   If  more  than 
10%  of  the  traffic  in  any  of  these  markets  moved  at  a  fare  or  fares 
lower  than  the  ordinary  coach  fare,  list  the  fare,  the  conditions  on 
it,  if  any,  and  the  percent  of  traffic  moving  at  this  fare. 

Data  responsive  to  the  various  parts  of  question  8-insofar  as  they 
related  to  domestic  markets-are  contained  in  schedules  4  through  9. 
The  domestic  markets  utilized  in  this  series  of  responses  are  the  78  top 
ranking  origin-destination  markets.  Inclusive  of  three  inter-Hawaiian  markets, 
for  the  year  ended  June  30,  1974.   The  series  thus  includes  the  75  top 
ranked  06D  markets  within  the  Continental  United  States  and  between  the 
Continental  United  States  on  the  one  hand  and  the  States  of  Alaska,  Hawaii 
and  the  Commonwealth  of  Puerto  Rico  on  the  other. 

Schedule  4  lists  the  normal  coach  fare  as  of  January  1  of  each  year  from 
1965  through  1975  unless  noted  otherwise. 

Schedule  5  lists  the  average  annual  passenger  load  factor  for  the 
sample  markets  for  the  years  1970  through  197  3  and  for  the  12  months  ended 
August  31,  1974.   It  should  be  noted  that  in  accordance  with  Civil 
Aeronautics  Board  Economic  Regulations  (Part  241,  secltpn  19-6). 
The  domestic  load  factor  date  for  the  year  1974  is  restricted  and  not 
available  for  public  disclosure,  v;hile  data  for  international  service 
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(including  San  Juan)  is  restricted  in  its  entirety.   Load  factor  data 
prior  to  CY  1971  are  not  available  on  a  market  basis. 

Schedule  6  provides  a  summary  of  those  carriers  which  obtained 
a  competitive  share  of  the  online  origin-destination  traffic  (defined 
as  10  percent)  for  each  of  the  years  from  1965  through  Fiscal  1974. 
Schedule  7  provides  traffic  data  by  market,  competitive  carriers  and 
percentage  of  market  share,  and  other  carriers  withjionstop  authority 
in  the  listed  markets  for  FY  1974. 

Schedule  8  provides  an  analysis  of  the  percentage  of  discount 
traffic  moving  in  the  sample  markets  for  fiscal  year  1974  by  major 
discount  fare  category  while  schedule  9  is  a  summary,  by  type  of 
discount  fare,  for  the  years  1971  through  FY  1974.   As  may  be  seen 
by  review  of  these  date,  the  instances  in  which  ten  percent  or  more 
of  the  total  market  traffic  moved  at  a  particular  discount  fare  are 
limited.   Schedule  10  provides  additional  information  with  respect 
to  conditions  applicable  to  major  discount  fares,  whether  or  not  the 
traffic  generated  in  a  particular  market  by  the  discount  fare  attained 
the  10  percent  cut-off  referred  to  in  question  8. 
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Revenue  Passenger  Load  Factor  in  Selected  Domestic  Markets 
1971  -  Year  Ended  August  31.  1974 
(Response  to  Question  No.  8) 


Scheduled  5 
Page  1  of  2 


Atlanta  -  Miami 

49.5 

-  Washington,  D.  C. 

55.7 

Boston  -  Los  Angeles 

49.9 

-  Miami 

44.9 

-  Philadelphia 

42.7 

-  Washington,  D.  C. 

52.0 

Chicago  -  Atlanta 

47.0 

-  Boston 

52.6 

-  Cleveland 

55.2 

-  Dallas/Ft.  Worth 

52.3 

-  Denver 

48.0 

-  Detroit 

53.8 

-  Ft.  Lauderdale 

49.3 

-  Kansas  City 

49.8 

-  Las  Vegas 

55.3 

-  Los  Angeles 

40.4 

-  Miami 

42.9 

-  Minneapolis 

54.9 

-  Philadelphia 

55.2 

-  Phoenix 

54.7 

-  Pittsburgh 

49.1 

-  St.  Louis 

53.9 

-  San  Francisco 

42.4 

-  Tampa 

52.0 

-  Washington,  D.  C. 

54.1 

Detroit  -  Miami 

50.3 

-  Washington,  D.  C. 

49.8 

Honolulu  -  Hilo 

42.4 

-  Kahulue 

61.0 

-  Lihue 

59.1 

Houston  -  Dallas/Ft.  Worth 

51.5 

-  New  Orleans 

46.0 

Los  Angeles  -  Dallas/Ft.  Worth 

38.9 

-  Denver 

50.5 

-  Detroit 

46.9 

-  Honolulu 

47.7 

-  Las  Vegas 

51.7 

-  Minneapolis 

43.6 

-  Phoenix 

50.6 

-  San  Diego 

40.9 

-  San  Francisco 

43.5 

-  Seattle 

54.0 

-  Washington,  D.  C. 

45.1 

Miami  -  Philadelphia 

42.4 

-  Tampa 

27.8 

-  Washington 

55.4 

Year  Ended   2/ 
Aug.  31.  1974 


53.3 
60.3 

41.5 
54.4 
46.8 
55.4 

45.4 
54.7 
55.3 
49.5 
49.9 

52.2 
52.2 
52.7 
53.4 
44.9 

39.4 
55.0 
62.1 
55.2 
49.8 

54.0 
58.1 
45.9 
59.0 

50.0 
57.4 

46.6 
64.1 
62.9 

50.7 
50.2 

44.4 
51.5 
42.2 
54.7 
57.3 

43.2 
55.0 
43.4 
47.4 
51.2 

51.0 

50.8 
28.6 
57.2 


50.1  % 

52.8  X 

61.7 

64.6 

44.7 

48.6 

42.8 

51.2 

46.1 

50.4 

55.2 

55.7 

48.6 

55.7 

53.6 

55.8 

49.2 

52.4 

52.4 

50.9 

46.9 

52.0 

45.5 

51.2 

46.8 

52.0 

51.7 

58.3 

59.2 

65.4 

44.9 

52.3 

41.5 

46.0 

51.2 

53.6 

56.5 

61,5 

50.6 

57.8 

52.1 

50.8 

58.6 

62.7 

57.4 

59.6 

46.6 

55.0 

55.1 

62.9 

44.5 

44.2 

53.0 

57.4 

52.0 

56.9 

69.2 

71.5 

66.4 

68.5 

51.3 

49.7 

51.7 

56.5 

51.0 

56.9 

51.5 

56.4 

44.3 

46.8 

55.7 

62.0 

59.4 

64.1 

35.7 

39.1 

48.3 

57.7 

38.9 

45.9 

48.9 

53.4 

52.6 

55.8 

51.7 

56.6 

50.0 

51.4 

30.1 

35.0 

56.1 

60.3 
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V 
Market- 

2/ 
Year  Ended  " 

1971 
50.4  % 

1972 
53.5  % 

1973 
49.6  7o 

AuR  31,  1974 

New  York  -  Atlanta 

57.6  Z 

-  Boston 

50.3 

51.4 

53.7 

57.9 

-  Buffalo 

69.5 

63.1 

61.4 

64.5 

-  Charlotte 

51.7 

60.0 

55.9 

58.2 

-  Chicago 

49.3 

50.2 

48.4 

58.0 

-  Cincinnati 

50.7 

52.0 

51.8 

60.4 

-  Cleveland 

60.3 

59.6 

53.6 

60.2 

-  Columbus,  Ohio 

56.7 

54.6 

56.8 

61.9 

-  Dallas/Ft.  Worth 

46.7 

49.2 

49.1 

55.3 

-  Denver 

46.3 

48.8 

46.2 

54.5 

-  Detroit 

56.8 

53.8 

46.2 

53.0 

-  Ft.  Lauderdale 

55.8 

60.1 

52.9 

57.6 

-  Houston 

47.2 

48.0 

49.9 

51.6 

-  Los  Angeles 

42.7 

55.4 

54.4 

57.4 

-  Miami 

47.4 

52.8 

45.4 

51.1 

-  Minneapolis 

38.0 

45.4 

39.8 

46.6 

-  New  Orleans 

47.5 

48.6 

52.1 

54.0 

-  Orlando 

48.9 

56.7 

56.8 

64.7 

-  Pittsburgh 

44.2 

48.5 

47.8 

54.6 

-  Rochester,  N.  Y. 

65.4 

57.4 

54.9 

67.5 

-  St.  Louis 

55.0 

53.5 

52.7 

58.7 

-  San  Francisco 

-  San  Juan  -' 

38.0 

52.2 

55.2 

57.0 

56.5 

61.6 

63.0 

68.4 

-  Syracuse 

61.8 

57.7 

50.7 

60.9 

-  Tampa 

55.9 

65.1 

51.7 

57.4 

-  Washington,  D.  C. 

48.3 

50.5 

51.6 

54.7 

-  W.  Palm  Beach 

53.6 

65.7 

60.7 

62.7 

Philadelphia  -  Pittsburgh 

53.6 

60.0 

59.1 

63.3 

Portland, Greg.  -  Seattle 

31.8 

33.8 

33.7 

37.6 

San  Francisco  -  Honolulu 

47.9 

53.4 

53.5 

56.6 

-  Seattle 

47.6 

50.9 

54.1 

59.4 

-  Washington,  D. 

C.  45.5 

46.6 

47.2 

54.0 

1/  Top  78  domestic  origin-destination  passenger  markets  for  the  year 

ended  June  30,  1974 
2/  Restricted  data.   Not  for  public  disclosure 


Source:   C.A.B.  Form  41  Service  Segment  Data 
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Appendix  A 
Page  1  of 


Economy 

Unlimited  sCopove 

Tickets  valid  one 

year 

Peak  season  fares 

EB:  May  22-Aug  3 

WB:  July  17-Sept 


Short  Term  Excursion 

Min/Max  stay  14/21  days 
Valid:  EB  Feb  15 -June  11 
July  13 -Aug  5 
Aug  31 -Nov  15 
WB  Feb  15-June  4 
June  29-Aug  20 
Sept  14 -Nov  5 
EB/WB  Nov  6-Feb  14 
Add  $35  to  basic  fare 
Travel  M-F  only 
Unlimited  stopovers 


Long  Term  Excursion 


Same  as  1965  except  val 

only  during : 

EB/WB  Feb  14-Mar  31  and 

EB/WB  Nov  8-Feb  10 

Add  $35  to  basic  fare  - 


Same  as  1965  excep 

valid  during: 

EB:  June  12- July  6 

Aug  7 -Aug  24 
WB:  June  5-June  22 

Aug  21-8ept  7 


ne  as  1965  except 

lid  during: 

June  10-July  4 
Aug  5-Aug  22 

:   June  3 -June  20 
Aug  19-Sept  5 


1969 
1970 


Same  as  1969  except 
weekend  surcharge  of  $30 
each  way 

Add  $50  for  travel  during: 
EB:   June  5-July  5 

July  31-Aug  23 
WB:   May  29-June  21 

Aug  14-Sept  6 


Fares  valid  until 

May  15,  1970 

Min  stay  23  days 

No  stopovers  except  one 

in  country  of  destination 


Same  as  1970  except  add 
$50  for  peak  season  travel: 
EB  June  1-Aug  9 
WB  July  1-Sept  30 
Min/max  stay  14/28  days 
Stopovers:  2  free  each  way 


(S)  EB:  Apr  1-May  30 

Aug  10-Oct  31 

WB:  Apr  1-June  30 

Oct  1-Oct  31 
EB:  June  1-Aug  9 
WB:  July  1-Sept  30 
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Page  2  of  8 

Year 

Economy 

Short  Term  Excursion 

Long  Term  Excursion 

1972 

Same  as  1971  except: 

Same  as  1971  except: 

Same  as  1971  except; 

Peak  season: 

Min/raax  stay  17/28  days 

Weekend  surcharge  $15  ea.  * 

EB:   June -Aug 

Weekend  surcharge  $15  ea.  way 

Basic  Season;  EB;  Sept-May 

WB:   July-Sept 

Basic  Season:  EB:  Sept-May 

WB;  Oct -June 

WB;  Oct -June 

Peak  Season:   EB:  June-Aug 

Peak  Season;   EB:  June-Aug 

WB;  July-Sepi 

WB:  July-Sept 

1973 

Same  except; 

Same  as  1972  except; 

Min/max  stay  22/45  days 

Winter  Season: 

Min/max  stay  14/21  days 

Weekend  surcharge  $15  ea.  i 

EB/WB:Nov-Mar 

No  stopovers 

Shoulder  Season: 

Seasonality  same  as  econom; 

EB:  Apr,  May, 

class  fares 

Sept,  Oct 

VTB:  Apr- June,  Oct 

Peak  Season: 

EB:  June-Aug 

WB;  July-Sept 

Same  as  1973 


1/   London,  Frankfurt,  Paris,  Rome,  Madrid,  Amsterdam,  Zurich,  Copenhagen,  Shannon,  Athens, 

Lisbon,  Brussels  and  Tel  Aviv. 
y        Except  to  Lisbon,  Athens,  Madrid. 
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Unlimited  stopover 

Tickets  valid  one 

year 


Unlimited  stopover 
30  day  max  stay 
Valid  all  year 


Same  except  no 
excursion  fare  availabl 
Miami -Guatemala  City 


Same  except  to  Panama  City, 
min/max  stay  10/30  days 


Same  as  1972 


Same  as  1972  except; 
Basic  season;  Sept-May 
Peak  season:  June-Aug 


To  Guatemala  City:    No  excursion  fare  avail 

To  Mexico  City:       Unlimited  stopovers 

mln/max  stay  7/30  days 
Valid  Mon-Thurs  only 
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1966  Same  N/A 

1967  Same  To  Nassau/Kings ton/Unlimited  stopovers 

Curacao/Caracas:   17  day  max  stay 
valid  all  year 
To  Bermuda:  Same  except: 

Basic  fare:  Nov  1-Mar  15 
Peak  fare:   Mar  16-Oct  31 

To  Bogota;  Same  except; 


To  Bermuda: 
To  Bogota: 


To  Bermuda: 
To  Bogota: 


To  Nassau:  Unlimited  stopovers 

21  day  max  stay 
Basic  fare  (MW)  Tues-Thurs 
Peak  fare  (WE)  Frl-Mon 
Fares  not  valid  Apr  27-Nov  30 

To  Kings ton /Bermuda:   Unlimited  stopovers 
21  day  max  stay 
Basic  fare  (MW)  Tues-Thurs 
Peak  fare  (WE)  Fri-Mon 
Fares  valid  all  year 


To  Curacao/Caracas:    Same  as  1967 

To  Bogota:  Same  as  1969 

all  year 


Same  as  1970  except 

Basic  fare  (MW)  Mon-Thurs 

Peak  fare  (WE)  Fri-Sun 

Fares  not  valid  April  26-Nov  30 


To  Kingston/Bermuda: 

Same  as  1970  except 

Basic  fare  (MW)  Mon-Thurs 

Peak  fare  (WE)  Frl-Sun 

To  Curacao/Caracas: 

Same  as  1967 

To  Bogota: 

Same  as  1970 
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to  Nassau/Kingston: 


Max  stay  21  days 
Unlimited  stopovers 
Basic  season:  Apr  16-Dec  15 
Peak  season:  Dec  16-Apr  15 
MW  =  Mon-Thurs;  WE  -  Fri-Sun 


To  Bermuda* 


Max  stay  21  days 
Unlimited  stopovers 
Basic  season;  Nov  1-Mar  15 
Peak  season:  Mar  16  -  Oct  31 
MW  =  Mon-Thurs;  WE  =  Fri-Sun 


To  Curacao; 


17  day  max  stay 
Unlimited  stopovers 
Basic  season:  Apr  16-Dec  15 
Peak  season:  Dec  16-Apr  15 


To  Caracas: 
To  Bogota: 


1967 


To  Nassau/Klngsto 


Basic  season:  May  1-Dec  14 
Peak  season:  Dec  15 -Apr  30 


To  Bermuda: 

Same  as  1972 

To  Curacao: 

Same  as  1972  except 

Basic  season:  May  1-Dec  14 

Peak  season:  Dec  15-Apr  30 

To  Caracas: 

Same  as  1967 

To  Bogota: 

Same  as  1970 

To  Nassau/Kingston/ 
Curacao: 

'   Same  as  1973  except 

MW  =  Tues=Fri;  WE  =  Sat-Mor 

To  Bermuda: 

Same  as  1973  except 

MW  =  Tues-Fri;  WE  -  Sun-Mot 

To  Caracas: 


Max  stay  17  days, unlimited  stopovers 
MW  =  Mon-Thurs;  WE  =  Fri-Sun 
Valid  all  year 

Min/max  stay  10/30  days 
Unlimited  stopovers 
Basic  season:  Sept-May 
Peak  season:  June-Aug 
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Conditions  -  International  Fares 
US  -  So.  America 

Year 

Economy              Short  Term  Excursion 

1965 

Unlimited  stopovers             N/A 
Tickets  valid  one 
year 

N/A 

Unlimited  stopover 
30  day  max  stay 
Valid  all  year 


Unlimited  stopovers 
Mln/max  stay  14/30  days 
Valid  all  year 


1970 
1971 


Same  except 

min/max  stay  14/28  days 


Min/max  stay  29/45  days 
Fares  valid  Sept  15  -  Ma 
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Unlimited  stopovers 
Tickets  valid  one  year 


Page  7  of 


Same  except: 

Basic  season:  Dec  1-Feb  28 

Peak  season:  Mar  1-Nov  30 


Same  except: 

Basic  season:  Nov  1-June  30 

Peak  season:   July  1-Oct  31 


1969 
1970 


Min/max  stay  14/21  days 
Basic  season:  Nov  1-June  30 
peak  season:  July  1-Oct  31 


Same  except  no  fare 
seasonality 


Year 
1965 
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Mln/max  stay  14/28  days 
Stopovers  permitted 
Fares  not  valid  for  travel 
WB:  Mar  10-May  17 

Sept  1-Oct  31 
EB:  Apr  1-May  31 

Aug  10-Oct  17 


Appendix  A 
Page  8  of 


Same  except  fares 
valid  all  year 


171 


.-I       O       O       tNJ   o 


.->      O-       \D    u-1 


o     -d-     .-I     <t-  a> 


00       CO   00 


CM        (Nl        <f        CTv    , 


^  O 
o  O 


u-l      O^Kl 
0^       Oslo 

in     ^olo 


O       vj-       o- 


'-^      O   00 


00        COfM 

u-1     u-iln 


^i 


^   d 
00  ra 

o   o 


■H    o 


t     ^ 


<U  <q  01   H  r-H     ^ 


172 


-*       vO       m       tN       vD       in 


ctn!    o      cr»     ^^ 


vo     <)■      CM     en 


O^l     O       00        ^       LO       ^ 


N;f       en       (N       u-i       n 


o^l    o     CO     r-~     in     vo 


vo     <f     m 


ONt    o      00     ^     vo      lo     r^      in 


u-1  -a 


<r     ^£>     vo 


<t     m     <)■     ^ 


vo     r-     a\     -t     <f 


o     T3      ni 

m       0)       D       o 


eJ       2       H      Z 


St.i<;a3NUU01<O 


173 


\o     c*^     <r 


\D     <f     m     en     \o 


\£)   vd"   "^D   n   "^ 


c^I   ro  fo  lO  vo 


<3-   vO   vD   vO 


vo  <t  vo  en  -^ 


y^l       c^      <r)      r^ 


174 


Question  9. 

9.  What  limitations  are  there  on  discussion  between  Board  members  or  other 
CAB  staff  and  persons  not  on  the  Board's  staff  or  matters  which  are  or 
may  be  before  the  Board  for  decision?   Is  it  proper  for  Board  members  or 
staff  and  representatives  of  firms  which  are  contemplating  placing  matters 
in  issue  before  the  Board  to  discuss  those  matters  before  they  are  formally 
filed,  if  not  after? 


Answer  to  Question  9. 

Ex  parte  communications  between  Board  members  or  staff  members 
and  persons  outside  the  Board  in  cases  to  be  determined  after  notice 
and  hearing  and  upon  a  record,  or  in  any  other  cases  which  the  Board 
may  designate,  are  subject  to  restrictions  listed  in  section  300.2 
of  the  Board's  Procedural  Regulations  (14  C.F.R.  §300.2). 

From  the  time  of  filing  of  an  application  or  petition  in  such 
cases : 

(a)  Written  or  oral  communications  on  any  substantive  or 
procedural  issue  in  the  case  to  a  Board  member  or  staff  member,  or 
to  the  administrative  law  judge  in  the  case  are  considered  private 
communications  on  the  merits  and  are  prohibited.   Any  prohibited 
written  communication  is  made  public  by  placing  it  in  the  case 
correspondence  file  which  is  available  for  public  inspection  and 
copying,  but  such  communication  is  not  considered  as  part  of  the 
record  for  decision. 

This  prohibition  does  not  apply  to  informal  complaints  filed 
with  the  Board  or  to  communications  with  staff  members  who  are  in 
the  course  of  preparing  a  case.   It  does  not  apply  also  to  communi- 
cations for  the  purpose  of  determining  whether  a  complaint  shall  be 
docketed,  or  to  the  usual  informal  communications  between  counsel, 
for  example,  discussions  as  to  stipulations,  settlement  discussions, 
or  investigative  activities.   Communications  which  make  inquiry  as 
to  the  status  of  a  proceeding  without  discussing  issues  are  not 
prohibited.   Section  300.2 (a) ,  14  C.F.R.  §300. 2(a). 

(b)  Requests  for  expeditious  treatment  of  a  pending  application 
are  considered  communications  on  the  merits  and  are  prohibited 

unless  made  by  a  party,  applicant  for  intervention,  or  other  interested 
party  in  accordance  with  the  Board's  Rules  of  Practice  (14  C.F.R. 
§§302.1  et  seq.).  Any  prohibited  request  is  placed  in  the  public 
correspondence  file  and  is  not  considered  by  the  Board.   Section 
300.2(b),  14  C.F.R.  §300. 2(b). 

(c)  Any  private  communication  on  the  merits  of  any  substantive 
or  procedural  issue  in  a  case  to  a  Board  member  or  to  the  administra- 
tive law  judge  in  the  case  by  staff  members  who  participate  in  the 
hearing  as  witnesses  or  as  counsel  are  improper.   Section  300.2(c), 
14  C.F.R.  §300. 2(c). 

(d)  Any  effort  by  any  person  interested  in  the  case  to  sway 
the  judgment  of  the  Board  by  attempting  to  bring  pressure  or 
influence  to  bear  upon  Board  members,  staff  members,  or  the 
administrative  law  judge  iji  the  case  is  improper.   And,  any  effort 
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by  such  person,  or  staff  member  or  an  administrative  law  judge  to 
influence  the  Board's  judgment  in  the  case  by  directly  or  indirectly, 
giving  statements  to  the  press  or  radio,  by  paid  advertisements  or 
otherwise,  is  improper.   Section  300.2(d),  14  C.F.R.  §300. 2(d), 

(e)   The  solicitation  by  any  person  of  communications  to  the 
Board  members,  staff  members,  or  administrative  law  judge  in  the 
case  other  than  proper  communications  by  parties  or  non-parties 
permitted  under  the  Board's  Rules  of  Practice  is  improper. 
Section  300.2(e),  14  C.F.R.  §300. 2(e). 

With  regard  to  the  propriety  of  discussions  between  Board 
members  or  staff  and  representatives  of  firms  that  are  contemplating 
placing  matters  in  issue  before  the  Board,  there  are  no  specific 
Board  regulations  in  point.   However,  section  300.0  (14  C.F.R. 
§300.0)  states  that  the  rules  of  conduct  set  forth  in  Part  300 
(14  C.F.R.  §300.0  et  seq.)  shall  govern  the  conduct  of  parties  and 
their  representatives,  and  the  relationships  between  the  Board,  its 
staff,  and  all  other  persons  "in  all  Board  proceedings  and  matters." 
Discussion  of  matters  prior  to  docketing  with  the  Board,  accordingly, 
should  be  conducted  in  conformity  with  the  guideline  contained  in 
section  300.1  (14  C.F.R.  §300.1): 

In  many  respects  the  functions  of  the  Board 
are  similar  to  those  of  a  court  and  parties  to 
cases  before  it  and  those  who  represent  such 
parties  are  expected  to  conduct  themselves  with 
honor  and  dignity.   By  the  same  token,  the 
members  of  the  Board,  and  those  of  its  employees 
who  participate  with  the  Board  Members  in  the 
determination  of  cases  upon  a  record,  are  expected 
to  conduct  themselves  with  the  same  fidelity  to 
standards  of  propriety  that  characterize  a  court 
and  its  staff.   The  standing  and  effectiveness 
of  the  Board  are  in  direct  relation  to  its 
observance,  that  of  its  staff,  and  the  parties 
and  attorneys  appearing  before  it,  of  the 
highest  standards  of  judicial  and  professional 
ethics . 

Attempts  to  "lobby"  the  members  of  tlie  Board  with  respect  to  the  merits 
of  a  contemplated  application  which  can  be  disposed  of  only  following  a 
hearing  would  be  regarded  as  inconsistent  with  the  basic  principles  of 
Part  300.   On  the  other  hand,  it  has  been  a  long  standing  practice  for 
the  staff  to  give  guidance  to  persons  contemplating  the  filing  of 
applications,  including  matters  such  as  the  applicable  legal  procedural 
requirements  and  relevant  Board  policies.   Communications  of  this  nature 
have  never  been  regarded  as  inappropriate  and  indeed  it  is  believed  that 
they  are  necessary  both  from  the  standpoint  of  efficient  and  expeditious 
processing  of  applications  and  also  in  the  interest  of  serving  tlie  segment 
of  the  public  whicn  is  affected  by  the  Board's  regulatory  activity. 
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iHO.      Please  provide  us  with  a  copy  of  an  October  1972 
memorandum  to  the  Board  (Notation  3320)  from  the 
Director,  Bureau  of  Operating  Rights,  on  the  Future 
of  the  Board's  Route  Program  and  indicate  what  action, 
if  any,  was  taken  on  the  memorandum  and  why. 


Notation  3320,  October  1972,  was  withdrawn  by  the  Bureau  of 
Operating  Rights  prior  to  any  action  being  taken  on  it  by  the  Board. 
The  basis  for  withdrawal  was  that  the  Bureau  contemplated  undertaking 
a  comprehensive  study  of  the  domestic  route  system  with  a  view  to 
making  recommendations  to  the  Board  on  how  it  should  administer  the 
route  program  in  the  future.   This  study  was  presented  to  the  Board 
in  October,  1974,  and  was  released,  with  the  Board's  approval,  on 
December  31,  1974.   A  copy  is  transmitted  herewith. 


[Notation  3320  and  the  Domestic  Route  System  are  printed 
in  Part  Three  of  this  Appendix]. 
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Question  11. 


11.   Please  provide  us  with  a  copy  of  the  1970  staff  study  of  the  effects 
on  competition  and  services  of  the  merger  between  Capital  Airlines 
and  United  Airlines. 
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CIVIL  AERONAUTICS  BOARD 


RESTORING  COMPETITION  IN  THE  CLEVELAND-NEW  YORK 

CHICAGO-CLEVELAND,  DETROIT- PHILADELPHIA , 

AND  CLEVELAND- PHILADELPHIA 

AIRLINE  MARKETS 


A  study  of  traffic,  fares,  and 
quality  of  service  before  and 
after  the  Capital-United  merger, 
and  the  CAB  action  to  restore 
competition  in  these  markets 
1959-1967 


This  study  was  carried  out  by  Max  H.  Burstein  under  the  general  direction 
of  S.R.L.  Brown,  Chief,  Economic  Research  Section,  Planning,  Programming 
and  Research  Division,  Bureau  of  Economics. 

JUNE  1970 
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Introduction 

The  Civil  Aeronautics  Board  approved  the  merger  of  United  Air 
Lines  and  Capital  Airlines  to  be  effective  on  June  1,  1961.   Capital 
had  earlier  provided  service  competitive  with  United  in  various  mar- 
kets, and  the  Board  recognized  that  the  loss  of  such  service  might 
adversely  affect  the  traveling  public. 

The  Board  accordingly  instituted  an  investigation  to  determine 
the  need  for  new  or  improved  service  authorizations  in  four  high- 
density  markets:   Cleveland-New  York,  Chicago-Cleveland,  Cleveland- 
Philadelphia,  and  Detroit-Philadelphia,  where  Capital  had  formerly 
had  at  least  26  percent  of  the  traffic.   The  result,  by  an  order 
effective  October  5,  1964,  was  that  American  Airlines  was  authorized 
to  provide  nonstop  service  between  Cleveland  and  New  York;  Northwest 
Airlines  was  authorized  to  provide  nonstop  service  between  Chicago  and 
Cleveland,  between  Cleveland  and  Philadelphia,  and  between  Detroit  and 
Philadelphia. 

To  evaluate  the  effects  of  this  action,  the  period  1959  through 
1967  has  been  studied  in  three  segments:   The  years  1959-61  are  the 
pre-merger  period;  the  years  1962-64  the  non-competitive  period;  the 
years  1965-67  the  new  competitive  period. 


li  - 
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Over-all  Conclusions 

One  general  conclusion  derived  from  the  study  is  that  the 
Board's  basic  mandate,  namely,  to  restore  competition  in  the  four 
designated  markets,  has  been  achieved.   The  share  of  total  passen- 
gers in  each  of  the  four  markets  carried  by  United 's  competitors 
in  1967  was  greater  than  the  share  of  the  passengers  carried  by 
Capital  in  the  pre-merger  period.   Other  conclusions,  which  may 
become  a  reservoir  of  standards  applicable  to  other  cases  also, 
are:   lack  of  competition  probably  had  some  depressing  effect  on 
traffic  growth  and  delayed  somewhat  the  introduction  of  jet  air- 
craft; competition  helped  promote  coach  service,  resulting  in 
lower  average  fares;  the  total  number  of  flight  frequencies 
offered  was  smaller  during  the  noncompetitive  period  and  so  was 
the  number  of  nonstop  flights;  a  close  relationship  existed 
between  the  share  of  flights  offered  and  the  share  of  traffic 
carried;  and  the  introduction  of  jet  equipment  reduced  flying 
time  to  a  considerably  greater  extent  in  the  longer  distance 
markets  than  in  the  shorter  ones. 
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The  Four  Markets 

The  four  city  pairs  under  consideration  involve  five  metro- 
politan areas,  located  in  great  industrial  and  financial  centers. 
In  1967,  four  of  these  areas  were  among  the  first  five,  ranking 
highest  in  population,  effective  buying  income,  and  retail  sales. 
The  fifth  area  ranked  11th  in  population  and  effective  buying 
income,  and  9th  in  retail  sales. 

The  distances  between  the  city  pairs  are  not  very  great  -- 
ranging  from  316  miles  for  Chicago-Cleveland  to  454  miles  for 
Detroit-Philadelphia  --  and  may  be  considered  short-haul  (under 
500  miles).   Indications  are  that  the  preponderance  of  travel  in 
these  four  markets  is  for  business.   Quarterly  0  &  D  data  for  the 
years  1960  and  1964  show  low  seasonal  variation  in  these  markets, 
an  indication  of  business  travel.   Port  of  New  York  Authority  data 
for  1963-64  show  that  the  Cleveland-New  York  market  was  75  percent 
business  travel. 

The  largest  of  these  four  markets  is  Cleveland-New  York, 
comprising  46  percent  of  the  total  0  &  D  passengers  for  the  four 
markets  in  1967,  and  the  smallest  is  Cleveland-Philadelphia,  com- 
prising 12  percent  of  the  total.   The  share  for  Chicago-Cleveland 
was  27  percent,  and  15  percent  for  Detroit-Philadelphia. 
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Chart  1.   Effect  of  Competition  on  Traffic  Growth  Not  Apparent 

Chart  1  compares  the  annual  rate  of  growth  in  local  and  con- 
necting 0  &  D  passengers  of  the  four  markets  with  the  average 
growth  in  all  domestic  0  &  D  markets  in  three  separate  periods. 

In  the  first  period  (1959-1961),  when  Capital  provided  com- 
petition, the  average  annual  rate  of  growth  for  the  four  markets 
was  more  than  twice  as  great  as  for  all  markets.   The  average 
annual  rate  of  growth  in  the  four  markets  for  the  1961-1964 
period  (non-competitive)  and  for  the  1964-1967  period  (newly- 
competitive)  was  somewhat  lower  than  for  all  markets.   For  this 
chart  only,  1968  data  are  also  included,  showing  a  continuation  of 
the  trend  noted  for  the  1954-1967  period. 

Based  on  the  experience  in  these  four  markets,  no  conclusions 
can  be  drawn  regarding  the  effect  of  competition  on  traffic  growth. 
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Chart  2.   Great  Variance  in  Rates  of  Traffic  Growth  Among 
the  Four  Markets 


Chart  2  shows  the  average  annual  rate  of  growth  in  the  three 
periods  noted  in  Chart  1  for  each  of  the  four  individual  city 
pairs . 

The  variance  in  traffic  growth  in  the  four  city  pairs  involv- 
ing only  five  cities  is  considerable.   As  an  example,  in  the  first 
period,  the  rate  of  growth  for  Detroit-Philadelphia  was  almost 
four  times  greater  than  for  Cleveland-Philadelphia.  As  the  rate 
of  traffic  growth  increased,  in  the  other  two  periods,  the  dif- 
ferences in  growth  among  the  four  markets  decreased. 

It  is  interesting  to  note  that  variance  in  traffic  growth 
between  the  two  larger  city  pairs  (Cleveland-New  York  and  Chicago- 
Cleveland)  was  not  very  great.   The  difference  was  no  greater  than 
2.3  percentage  points  in  any  of  the  three  periods. 
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Chart  3.   Striking  Differences  in  Rates  of  Traffic  Growth  Between 
Individual  Markets  and  Average  of  All  Markets 


Chart  3  relates  the  rates  of  average  annual  traffic  growth 
for  each  of  the  four  individual  markets  to  all  markets.   The 
average  rate  of  growth  for  all  markets  is  represented  by  1.00. 
Any  plus  or  minus  deviation  by  an  individual  city  pair  can  readily 
be  observed  by  its  relation  to  1.00. 

This  is  also  a  corollary  to  the  previous  chart,  by  showing 
that  in  a  slow-growing  period,  the  differences  in  growth  of 
individual  markets  to  all  markets  were  greater  than  in  fast- 
growing  periods. 

This  chart  seems  to  indicate  that  lack  of  competition  has  a 
depressing  effect  on  the  rate  of  traffic  growth.   In  the  middle 
period,  when  United  had  a  monopoly  in  the  four  markets,  only  one 
city  pair  was  close  to  the  average,  while  the  other  three  were 
below  the  average.  One  of  these  three  markets  (Detroit-Philadelphia) 
was  50  percent  below  the  average  for  all  markets. 
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Chart  4.   Total  Number  of  Flights  and  Proportionate  Number 
of  Nonstop  Flights  Greater  Under  Competition 


Chart  4  depicts  quite  graphically  the  decline  in  flight 
frequencies  after  the  disappearance  of  competition  and  the 
increase  in  flight  frequencies  with  the  restoration  of  com- 
petition.  The  flight  data  were  abstracted  from  the  July  1 
issues  of  the  Official  Airline  Guide.  The  merger  between  United 
and  Capital  was  approved  on  April  3,  1961  and  the  restoration 
of  competition  became  effective  on  October  4,  1964.   The  July  1 
scheduled  flights  for  both  of  these  years,  therefore,  were 
predicated  on  monopoly  service  by  United. 

We  thus  see  that  for  the  years  1961-1964,  the  monopoly  years, 
the  number  of  flight  frequencies  per  day  was  considerably  smaller 
than  during  1959-1960  or  during  1965-1967,  the  competitive  periods, 

In  addition  to  the  total  number  of  flight  frequencies  being 
fewer  under  monopoly,  there  were  proportionately  fewer  nonstop 
flights  under  monopoly. 
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Chart  5.   The  General  Pattern  of  Flights  for  the  Four  Markets 
Was  Similar,  with  Variations  Between  Large  and 
Small  Markets 


Chart  5  contains  similar  information  on  flight  frequencies 
for  each  of  the  four  city  pairs  as  that  presented  for  the  four- 
market  totals  in  Chart  4.   The  general  pattern  for  each  of  the 
city  pairs  is  similar:   a  greater  number  of  flights  under  com- 
petition and  fewer  under  monopoly.   There  are,  however,  variations 
for  individual  city  pairs. 

During  the  monopoly  period,  the  two  larger  markets  (Cleveland- 
New  York  and  Chicago-Cleveland)  showed  a  smaller  reduction  in 
flights  offered  than  the  two  smaller  markets  (Cleveland-Philadelphia 
and  Detroit-Philadelphia). 

Another  difference  noted  was  that  the  number  of  flights  offered 
in  the  post-merger  competitive  period  in  the  larger  two  markets  was 
considerably  greater  than  in  the  pre-merger  competitive  period. 
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Chart  5 
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Chart  6.   New  Competitors  Acquired  Greater  Share  of 
the  Markets  than  Capital 


Chart  6  shows  the  share  of  passengers  for  United  and 
its  competitors  in  the  four  markets,  as  well  as  percent  of 
total  flights  provided.   The  years  chosen  are  those  during 
which  the  competitors  operated  the  entire  year. 

The  aim  of  the  Board  in  the  new  authorizations  was  to 
restore  competition.   This  chart  indicates  that  the  new  com- 
petition was  actually  more  effective  than  the  old.   In  each 
of  the  four  markets,  the  post-merger  competitor  carried  a 
greater  share  of  the  passengers  than  Capital. 

It  is  also  interesting  to  note  that  in  1967  the  passenger 
share  of  United 's  competitor  was  greater  in  each  market  than 
the  competitor's  percent  of  total  flights  provided. 
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Chart  6 
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Chart  7.   Close  Relationship  Between  Share  of  Flights 
and  Share  of  Traffic 


The  purpose  of  Chart  7  is  to  show  the  relationship 
between  the  share  of  flights  offered  and  the  share  of 
passengers  carried. 

In  1959,  the  share  of  flights  provided  was  almost 
identical  with  the  share  of  passengers  carried  (e.g.  for 
United,  flights  66.4  percent  and  passengers  66.8  percent). 
In  1960  and  1966,  the  variance  was  over  3  percentage 
points;  and  in  1965  and  1967,  the  difference  was  under 
7  percentage  points.   The  relationship  is  quite  close, 
particularly  in  consideration  of  the  fact  that  United 
provided  a  certain  number  of  other  than  nonstop  flights, 
while  United 's  competitors  provided  mostly  nonstop 
flights. 
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Chart  7 
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Chart  8.  Use  of  Turbine  Equipment  in  the  Four 
Markets  Lagged  Behind  All  Markets 


It  was  not  until  1965  that  the  four  markets  caught  up 
and  actually  surpassed  all  domestic  trunk  markets  in  the  pro- 
portionate number  of  turbine  aircraft  used.   In  the  pre-merger 
period,  Capital  used  mostly  turboprop  equipment,  thus  boost- 
ing the  proportion  of  turbine  equipment  in  the  four  markets 
to  about  one-third  of  total.   Subsequent  to  the  merger,  the 
use  of  turboprop  declined,  while  the  introduction  of  jet  air- 
craft lagged  behind. 

Thus  we  see  that  for  the  monopoly  period  (1961  -  1964), 
the  piston  equipment  used  in  the  four  markets  was  43  percent 
of  the  total  as  compared  with  19  percent  for  all  domestic 
trunk  markets.  In  the  post-merger  period  (1965  -  1967),  the 
use  of  piston  equipment  was  1.5  percent  of  the  total  as  com- 
pared with  4.6  percent  for  all  domestic  trunk  markets. 
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Chart  8 
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Chart  9.   Speed  in  Change-Over  to  Jets  Varied 

Chart  9  shows  the  type  of  equipment  used  in  the  two 
larger  markets  (Cleveland-New  York  and  Chicago-Cleveland). 
The  general  pattern  is  similar  to  that  shown  for  the  four 
markets  on  Chart  8,  with  minor  variations  in  the  use  of 
turboprop  equipment  and  in  the  speed  of  introducing  jet 
aircraft.   As  an  example,  in  1962,  the  use  of  turbine 
equipment  was  45  percent  for  Chicago-Cleveland  and  54  per- 
cent for  Cleveland-New  York.   In  1965,  the  percent  was 
86  percent  for  the  former  and  78  percent  for  the  latter. 
In  the  1965-1967  period,  the  use  of  turbine  aircraft  was 
close  to  or  at  100  percent. 


201 


Chart  9 
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Chart  10.   Introduction  of  Jets  in  Smaller  Markets 

Chart  10  shows  the  types  of  equipment  used  in  the 
two  smaller  markets  (Cleveland-Philadelphia  and  Detroit- 
Philadelphia)  .  There  are  some  differences  in  the  speed 
of  introducing  jet  aircraft  and  the  abandonment  of  piston 
and  turboprop  equipment.  The  use  of  turbine  equipment 
ranged  from  50  to  70  percent  in  the  period  1959-1961  and 
from  80  to  100  percent  in  1962-1964  for  Detroit-Philadelphia. 
For  Cleveland-Philadelphia,  the  use  of  turbine  equipment 
ranged  from  40  to  50  percent  in  the  period  1959-1961,  and 
from  50  to  56  percent  in  1962-1964.  By  1966,  each  of  the 
four  markets  had  100  percent  turbine  equipment. 
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Chart  11.   Reduction  in  Flying  Time  Closely  Related  to 
Introduction  of  Jet  Equipment 


Chart  11  shows  the  average  nonstop  flying  time  in  the  four  city 
pairs  for  the  years  1959-1967.  Reduction  of  flying  time  is  of  course 
closely  correlated  with  the  introduction  of  jet  aircraft.  During  the 
first  three  years  very  lettle  jet  equipment  was  used.  A  sudden  increase 
in  1962  (from  14  percent  in  1961  to  52  percent  in  1962)  is  reflected 
in  Substantial  reduction  in  flying  time.  A  similar  reduction  is  noted 
in  1965  when  the  use  of  jet  aircraft  increased  to  92  percent. 

Average  miles  per  hour  in  1959,  when  no  jet  equipment  was  in  use, 
ranged  from  221  for  the  shortest-haul  market  (Chicago-Cleveland),  to 
235  for  the  longest-haul  market  (Detroit-Philadelphia).   The  spread 
between  the  fastest  and  slowest  flying  time  was  6.3  percent.   In  1967, 
when  the  equipment  in  use  was  all  jet,  average  miles  per  hour  ranged 
from  287  between  Chicago  and  Cleveland  to  349  between  Detroit  and 
Philadelphia.   The  spread  between  the  fastest  and  slowest  flying  time 
was  21.6  percent.   Percent  increase  in  average  miles  per  hour  ranged 
from  29.9  for  shortest-haul  city  pair  to  48.5  for  the  longest-haul  city 
pair. 
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Chart  11 
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Chart  12.   Greater  Proportion  of  Coach  Service  Under 
Competition  and  in  Large  Markets 


The  availability  of  coach  service  is  an  important 
indication  of  quality  of  service.   Chart  12  compares 
the  percent  of  passengers  traveling  coach  in  each  of 
the  four  markets  with  the  percent  of  passengers  travel- 
ing coach  in  all  0  &  D  markets  during  the  years  1959- 
1967. 

It  appears  from  the  chart  that  competition  is  a 
spur  to  the  availability  of  coach  service;  and  that  in 
larger  markets,  there  is  a  tendency  to  increase  coach 
service  even  under  monopoly  conditions. 
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Chart  12 
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Chart  13.  Monopoly  Period  Retards  Growth  of  Coach  Service 

Chart  13  relates  the  growth  of  coach  service  for  the 
four  markets  combined  to  that  of  all  domestic  0  &  D  mar- 
kets.  The  lagging  development  of  coach  service  in  the 
monopoly  years  is  graphically  presented  on  the  chart  . 
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Chart  14.   Competition's  Promotion  of  Coach 
Service  Reduces  Average  Yield 


The  fare  structure  during  the  1959-1967  period  was  quite  complex, 
with  a  diversity  of  class  and  promotional  fares.   Available  information 
is  not  adequate  for  the  construction  of  exact  yields  per  revenue  pas- 
senger-mile by  city  pair.   The  yields  contained  in  Table  14  and  Chart 
14  for  the  four  markets  were  computed  from  the  fares  quoted  in  the 
Official  Airline  Guide  for  July  of  each  year,  weighted  by  the  ratios 
of  coach  to  total  contained  in  0  &  D  Surveys.   No  adjustments  were 
made  for  discount  fares. 

The  trends  in  these  estimated  yields  are  similar  in  the  four  mar- 
kets. They  reflect  surcharges  for  the  use  of  jet  equipment,  general 
increases  in  fares  in  1960  and  1962,  and  the  counterbalancing  of  higher 
fares  by  the  continued  increase  in  the  availability  of  coach  service. 
The  basic  fares,  per  revenue  passenger-mile,  are  lower  with  increased 
distance,  particularly  in  the  more  recent  years.   To  the  extent  that 
competition  promotes  increased  availability  of  coach  service,  to  that 
extent  are  average  yields  reduced.   Promotional  fares,  not  considered 
here,  have  a  considerable  effect  in  lowering  the  average  yield. 
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Trends  in  yields  similar 

in  the  4  markets 


Claveland-  New  York 


Chicago-  Cleveland 


^   ^^ 


^ 


Cleveland- Philadelphia 


-     ^    ^ 


^ 


^  ^    ^    ^ 


■ 


SI   ^^  R^g 


Detroit.  Philadelphia 


^ 


^       '59   '60    '61  '62    '63    '64  '65    '66    67 

source:    Table  14  


212 


APPENDIX  A  -  STATISTICAL  ANALYSES 


1.   Growth  of  Traffic  In  Periods  of  Competition  and  Monopoly 

The  four  markets  in  question,  where  there  were  competitive  con- 
ditions in  the  years  1959-1961,  monopoly  in  1961-1964,  and  restored 
competition  in  1964-1967,  show  the  following  rates  of  growth  of 
traffic,  compared  to  growth  in  all  markets. 


AVERAGE  ANNUAL  RATES  OF  GROWTH  OF  AIR  PASSENGER  TRAFFIC 
IN  SELECTED  MARKETS  IN  3  PERIODS 


Average  Annual  Percentage  Growth 


Market  or  Market  Group 

1959-61 

1961-64 

1964-67 

All  Markets 

1.4968 

11.4377 

16.8833 

Four  Selected  Markets 

3.4280 
4.2567 

10.4578 

13.4618 

Cleveland-New  York 

10.5165 

11.4175 

Chicago-Cleveland 

1.9913 

12.4008 

11.1525 

Cleveland-Philadelphia 

1.3207 

9.9754 

24.1606 

Detroit-Philadelphia 

6.2328 

5.7139 

19.3659 

_!/  Computed  as  the  arithmetic  average  of  the  annual  percentage 

increases  in  the  periods  specified.   Includes  local  and  connect- 
ing passengers. 


Source:   Competition  study  of  0  &  D  traffic,  CAB. 


It  is  clear  that  the  great  variations  of  rates  of  growth  from 
period  to  period  are  in  large  measure  related  to  general  causes 
affecting  all  markets.   Accordingly,  the  rates  of  growth  were  stand- 
ardized by  converting  them  to  relatives  of  the  growth  rates  in  all 
markets,  in  an  effort  to  remove  effects  of  general  causes.   An 
analysis  of  variance  was  then  performed  with  the  following  results. 
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STANDARDIZED  AVERAGE  ANNUAL  RATES  OF  GROWTH, 
4  AIRLINE  MARKETS  IN  3  PERIODS, 
COMPETITIVE  AND  NON-COMPETITIVE 


Competitive 
1959-61 

Monopoly 
1961-64 

.919 

Competitive 
1964-67 

Cleveland-New  York 

2.844 

.676 

Chicago-Cleveland 

1.330 

1.084 

.661 

Cleveland-Philadelphia 

.882 

.872 

1.431 

Detroit -Philadelphia 

4.164 

.500 

1.147 

Means 

2.305 

.844 

.979 

Variation 

Degrees 

of  Freedom 

2 

Sum  of 
Squares 

5.217 

Mean  Square 

Between  periods 

2.608 

Within  periods 

9 

7.330 

.814 

Total 

11 

12.547 

1.141 

The  value  of  F  is  3.204,  not  significant  at  the  5  percent  level. 
The  analysis  thus  yields  no  evidence  of  significantly  different 
rates  of  growth  between  periods. 

A  second  analysis  of  variance,  also  with  negative  results,  was 
carried  out  by  combining  the  standardized  rates  of  growth  in  the  two 
periods  of  competition  and  comparing  them  with  the  rates  in  the 
period  of  monopoly. 
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STANDARDIZED  AVERAGE  ANNUAL  RATES  OF  GROWTH, 

4  AIRLINE  MARKETS  IN  PERIODS  OF 

COMPETITION  AND  MONOPOLY 


Cleveland-New  York 
Chicago -Cleveland 
CI eve land -Philadelphia 
Detroit -Philadelphia 
Means 

Variation 


Between  periods 
Within  periods 
Total 

F  =  .932 


Monopoly 
1961-64 

Competition 
1959-61,  1964-67 

.9195 

.7972 

1.0842 

.6979 

.8722 

1.4004 

.4996 

1.3154 

.8439 

1.0527 

Degrees 
of  Freedom 

Sum  of 
Squares 

Mean 
Square 

1 

.0876 

.0876 

6 

.5639 

.0940 

7 

.6515 

.0931 
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2.   Lagging  Growth  of  Coach  Service  in  the  Non-Competitive  Period 
1961-64 

The  four  markets  concerned  in  this  study  are  predominantly 
business  markets.   One  should  expect,  therefore,  the  provision  of 
coach  service  to  be  less  than  in  all  markets  taken  together.   Since 
the  growth  of  coach  service  has  prevailed  everywhere,  however,  one 
should  also  expect  such  service  in  these  markets  to  increase  in 
some  relationship  to  its  general  increase. 

The  chart  in  the  foregoing  text  shows  that  this  was  the  case. 
It  also  supports  the  hypothesis  that  lack  of  competition  in  the 
period  1962-64  was  associated  with  lagging  growth  of  coach  service. 
The  proportion  of  coach  passengers  in  these  years  was  clearly  below 
the  norm  suggested  by  the  relationship  of  coach  in  the  four  markets 
to  coach  in  all  markets  in  the  competitive  periods  1959-61  and 
1965-67. 

The  equation  of  the  line  shown  in  the  chart,  fitted  by  least 
squares,  is: 

Percent  coach,  4  markets  =  -10.6  +  1.12  percent  coach  in 
all  markets,  competitive  periods. 
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LOCAL  AND  CONNECTING  0  &  D  PASSENGERS 
CALENDAR  YEARS  1959-1967 


Number  of  Passengers Annual  Rate  of  Growth  (%) 


Year 

Total 

Local 

Connecting 

Total 

Local 

Connecting 

Al 

1  Markets 

1959 

45,260,630 

33 

,186,900 

12 

,073,730 

_ 

_ 

_ 

1960 

45,232,710 

33 

,224,910 

12 

,007,800 

-  0.1 

0.1 

-  0.6 

1961 

46,587.090 

34 

,399,690 

12 

,187,400 

3.0 

3.5 

1.5 

1962 

49,388,180 

36 

,792,450 

12 

,595,730 

6.0 

7.0 

3.4 

1963 

56,430,250 

42 

,400,300 

14 

,029,950 

14.3 

15.2 

11.4 

1964 

64,354,230 

47 

,898,960 

16 

,455,270 

14.0 

13.0 

17.3 

1965 

76,389,120 

55 

,892,330 

20 

,496,790 

18.7 

16.7 

24.6 

1966 

87,755,820 

63 

,679,890 

24 

,075,930 

14.9 

13.9 

17.5 

1967 

102,743,680 

75 

,483,190 

27 

,260,490 

17.1 

18.5 

13.2 

Total  Four 

Pes 

ignated  Markets 

1959 

723,930 

596,940 

126,990 

_ 

_ 

_ 

1960 

733,700 

610,860 

122,840 

1.3 

2.3 

-  3.3 

1961 

774,100 

647,370 

126,730 

5.5 

6.0 

3.2 

1962 

810,100 

681.970 

128,130 

4.7 

5.3 

1.1 

1963 

912,360 

759,780 

152,580 

12.6 

11.4 

19.1 

1964 

1,041,000 

856,800 

184,200 

14.1 

12.8 

20.7 

1965 

1,264,230 

1 

,015,690 

248,540 

21.4 

18.5 

34.9 

1966 

1,369,010 

1 

,097,660 

271,350 

8.3 

8.1 

9.2 

1967 

1,518,860 

1 

,245,730 

273,130 

10,9 

13.5 

0.7 

ChicaRO-i 

Cleveland 

1959 

246,880 

166,250 

80.630 

_ 

_ 

. 

1960 

251,700 

171,050 

80.650 

2.0 

2.9 

11 

1961 

256,810 

173,390 

83,420 

2,0 

1.4 

3.4 

1962 

272,570 

186,160 

86,410 

6.1 

7.4 

3.6 

1963 

314,290 

208,720 

105,570 

15.3 

12.1 

22.2 

1964 

363,820 

237,680 

126,140 

15.8 

13.9 

19.5 

1965 

444,300 

281,540 

162,760 

22.1 

18.5 

29.0 

1966 

452,940 

295,970 

156,970 

1.9 

5.1 

-  3.6 

1967 

495,480 

335,920 

159,560 

9.4 

13.5 

1.6 
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LOCAL  AND  CONNECTING  0  &  D  PASSENGERS 
CALENDAR  YEARS  1959-1967 


Number  of  Passenger 


Year  [ 

Total 

Local 

Connecting 

Total 

Local 

Connecting 

Cleveland-New  York 

1959 

313,600 

284,740 

28,860 

_ 

_ 

. 

1960 

313,350 

287,870 

25,480 

-  0.1 

1.1 

-11.7 

1961 

340,040 

313,640 

26,400 

8.5 

9.0 

3.6 

1962 

351,110 

327,850 

23,260 

3.3 

4.5 

-11.9 

1963 

395,150 

367,250 

27,900 

12.5 

12.0 

19.9 

1964 

457,390 

419,850 

37,540 

15.8 

14.3 

34.6 

1965 

536,540 

i.86,650 

49,890 

17.3 

15.9 

32.9 

1966 

586,340 

529,210 

57,130 

9.3 

8.7 

14.5 

1967 

631,290 

579,000 

52,290 

7.7 

9.4 

-  8.5 

Cleveland-Philadelphle 

L 

1959 

70,370 

64,050 

6,320 

. 

. 

_ 

1960 

70,420 

63,950 

6,470 

0.1 

-  0.2 

2.4 

1961 

72,230 

66,600 

5.630 

2.3 

4.1 

-14.0 

1962 

81,580 

74,690 

6,890 

12.9 

12.1 

22.4 

1963 

88,160 

81,140 

7,020 

8.1 

8.6 

1.9 

1964 

96,020 

89,000 

7,020 

8.9 

9.7 

0.0 

1965 

130,760 

113,170 

17,590 

36.2 

27.2 

150.6 

1966 

159,810 

125,460 

34,350 

22.2 

10.9 

95.3 

1967 

182,320 

150,270 
Detroit- 

32,050 
-Philadelphia 

14.1 

19.8 

-  6.7 

1959 

93,080 

81,900 

11,180 

. 

. 

. 

1960 

98,230 

87,990 

10,240 

5.5 

7.4 

-  8.4 

1961 

105,020 

93,740 

11,280 

■6.9 

6.5 

10.2 

1962 

104,840 

93,270 

11,570 

-  0.2 

-  0.5 

2.6 

1963 

114,760 

102,670 

12,090 

9.5 

10.1 

4.5 

1964 

123,770 

110,270 

13,500 

7.9 

7.4 

11.7 

1965 

152,630 

134,330 

18,300 

23.3 

21.8 

35.6 

1966 

169,920 

147,020 

22,900 

11.3 

9.4 

25.1 

1967 

209,770 

180,540 

29,230 

23.5 

22.8 

27.6 

1/  Less 

than  0.05  of 

one  percent, 

Source : 

Competition 

Among  Domestic  Air  Carriers 

-  38 
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AVERAGE  ANNUAL  RATES  OF  GROWTH  OF  AIR  PASSENGER  TRAFFIC 

IN  4  SELECTED  MARKETS,  AS  RELATIVES  TO  CORRESPONDING 

AVERAGE  RATES  IN  ALL  MARKETS 


Cleveland-New  York 
Chicago-Cleveland 
Cleveland-Philadelphli 
Detroit-Philadelphia 


Average  Annual  Percentage  Growth  As 
Relative  to  Growth  in  All  Markets 
1959-61      1961-64      1964-67 


2.8439 


.9195 


.6763 


1.3304       1.0842        .6606 

.8823        .8722       1.4310 

4.1641        .4996       1.1470 


Base  Average  Rate  in 
All  Markets 


Averages  4  Markets 


1.4968      11.4377      16.8833 
2.3052        .8439        .9787 


Source:   Table  1 
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GROWTH  OF  LOCAL  AND  CONNECTING  0  &  D  PASSENGERS 
AVERAGE  OF  1959-1961,  1961-1964,  AND  1964-1967 


All  Markets 

Four  Designated  Markets 

Chicago-Cleveland 

CI eve land -New  York 

Cleveland-Philadelphia 

Detroit-Philadelphia 


All  Markets 

Four  Designated  Markets 

Chicago-Cleveland 

CI eve land -New  York 

Cleveland-Philadelphia 

Detroit-Philadelphia 


All  Markets 

Four  Designated  Markets 

Chicago-Cleveland 

Cleveland-New  York 

Cleveland-Philadelphia 

Detroit-Philadelphia 


Average  Annual  Percent  Growth 
9-1961     1962-1964     1965-1 


Local 

and 

Connecting  Passengers 

1.5 

11.4 

16.9 

3,4 

10.5 

13.5 

2.0 

12.4 

11.1 

4.2 

10.5 

11.4 

1.2 

10.0 

24.2 

6.2 

5.7 

19.4 

Log 

al  Passengers 

1.8 

11.7 

16.4 

4.2 

9.8 

13.4 

2.2 

11.1 

12.4 

5.1 

10.3 

11.3 

2.0 

10.1 

19.3 

7.0 

5.7 

18.0 

Connecting  Passengers 

0.5 

10.7 

18.4 

-0.1 

13.6 

14.9 

1.7 

15.1 

9.0 

-4.1 

14.2 

13.0 

-5.8 

8.1 

79.7 

0.9 

6.3 

29.4 

Source:   Table  1 
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TABLE  9 
Page  1  of  2 


FARES  FOR  FOUR  DESIGNATED  CITY  PAIRS 
CALENDAR  YEARS  1959-1967 


United 

Flrst- 

First- 

Standard 

Nonjet 

Nonjet 

Nonjet 

Class 

Class 

Class 

Jet 

Deluxe 

Day 

Night 

Year 

Jet 

Nonjet 

.  (Jet) 

Coach 

Coach 

Coach 

Coach 

Chicago-Cleveland 

1959 

- 

$21.80 

- 

- 

$17.60 

$16.60 

$15.60 

1960 

- 

21.80 

- 

- 

17.60 

16.60 

15.60 

1961 

- 

23.35 

- 

- 

- 

19.05 

17.00 

1962 

$26.20 

24.10 

- 

$22.00 

_ 

19.65 

1963 

26.20 

24.10 

- 

22.00 

- 

19.65 

- 

1964 

26.20 

24.10 

$24.00 

22.00 

_ 

19.65 

. 

1965 

26.20 

24.10 

24.00 

22.00 

- 

19.65 

_ 

1966 

26.20 

24.10 

24.00 

22.00 

_ 

19.65 

. 

1967 

26.20 

24.10 

24.00 
Cleveland- 

22.00 
•New  York 

1959 

- 

$28.15 

- 

- 

$22.80 

$21.80 

$20.60 

1960 

- 

28.15 

- 

- 

22.80 

21.80 

20.60 

1961 

- 

29.40 

- 

- 

24.40 

22.15 

1962 

$32.90 

30.80 

- 

$27.25 

25.15 

1963 

32.90 

30.80 

$30.00 

27.25 

25.15 

-  ■ 

1964 

32.90 

30.80 

30.00 

27.25 

25.15 

1965 

32.90 

30.80 

30.00 

27.25 

25.15 

_ 

1966 

32.90 

30.80 

30.00 

27.25 

_ 

25.15 

_ 

1967 

32.90 

30.80 

30.00 

27.25 

- 

25.15 

_ 
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TABLE  9 
Page  2  of  2 


FARES  FOR  FOUR  DESIGNATED  CITY  PAIRS 
CALENDAR  YEARS  1959-1967 


United 

First- 

First- 

Standard 

Nonjet 

Nonjet 

Nonjet 

class 

Class 

Class 

Jet 

Deluxe 

Day 

Night 

Year 

Jet 

Nonjet 

,  (Jet) 
Cleveland- 

Coach 
-Philadelphia 

Coach 

Coach 

Coach 

1959 

- 

$24.50 

- 

$19.90 

$18.90 

- 

1960 

- 

24.50 

- 

19.90 

18.90 

- 

1961 

- 

26.15 

- 

- 

21.40 

- 

1962 

S29.05 

26.95 

- 

- 

22.05 

- 

1963 

29.05 

26.95 

- 

- 

22.05 

- 

1964 

29.05 

26.95 

. 

. 

- 

22.05 

. 

1965 

29.05 

26.95 

$26.00 

$24.60 

- 

22.05 

- 

1966 

29.05 

- 

26.95 

24.15 

- 

- 

- 

1967 

29.05 

26.95 
Detroit-] 

24.15 
Philadelphia 

1959 

. 

$30.00 

. 

$24.90 

$23.90 

$22.75 

1960 

- 

30.00 

- 

24.90 

23.90 

22.75 

1961 

- 

31.75 

- 

26.55 

- 

24.35 

1962 

$34.85 

32.75 

$29.35 

- 

- 

- 

1963 

34.85 

32.75 

29.35 

- 

- 

- 

1964 

34.85 

32.75 

29.35 

. 

- 

- 

1965 

34.85 

32.75 

$31.00 

29.35 

- 

- 

- 

1966 

34.85 

- 

31.00 

29.45 

- 

- 

- 

1967 

34.85 

- 

31.00 

29.45 

- 

- 

- 

Source:   Official  Airline  Guide,  Quick  Reference  Edition,  July  1  of  each  year. 
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TABLE  10 
Page  1  of  2 


POPULATION  AND  DISPOSABLE  PERSONAL  INCOME,  FIVE  INDIVIDUAL  CITIES 
CALENDAR  YEARS  1959-1967 


Year 

Chicago 

Cleveland 

Population 

Detroit 
(thousands) 

New  York 

Philadelphia 

1959 

6,675 

1,786 

3,964 

14,680 

4,439 

1960 

6,892 

1,829 

3,850 

14,870 

4,418 

1961 

7,009 
7,113 

1,857 

3,867 

15,104 
15,262 

4,465 

1962 

2,008 

3,927 

4,535 

1963 

7,178 

2,041 

3,944 

15,367 

4,573 

1964 

7,270 

2,021 

3,970 

15,635 

4,661 

1965 

7,332 

2,057 

3,997 

15,848 

4,719 

1966 

7,395 

2,079 

4,041 

16,065 

4,754 

1967 

7,546 

2,079 

4,175 

16,371 

4,844 

Dlspt 

Dsable  Income 

(millions  of 

dollars) 

1959 

16,259 

4,145 

8,619 

35,171 

9,329 

1960 

17,449 

4,527 

8,960 

38,050 

10,136 

1961 

17,420 

4,469 

8,310 

39,021 

10,035 

1962 

18,584 

4,924 

8,935 

40,370 

10,445 

1963 

19,453 

5,073 

9,452 

41,879 

10,729 

1964 

20,713 

5,274 

10,195 

44,802 

11,581 

1965 

22,280 

5,829 

11,233 

47,803 

12,544 

1966 

24,442 

6,263 

12,761 

50,032 

13,386 

1967 

28,737 

6,604 

14,713 

53,672 

15,293 
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TABLE  10 
Page  2  of  2 

POPULATION  AND  DISPOSABLE  PERSONAL  INCOME 

TOTAL  U.S.  AND  FOUR  CITY  PAIRS 

CALENDAR  YEARS  1959-1967 


Total 

Total 

Four 

Cleveland- 

Chicago- 

Cleveland- 

Detroit- 

Year 

U.  S. 

Markets 

New  York 
Populat: 

Cleveland 
ion  (thousands 

Philadelphia 
■1 

Philadelphia 

1959 

177,073 

39,555 

16,466 

8,461 

6,225 

8,403 

1960 

180,684 

39,935 

16,699 

8,721 

6,247 

8,268 

1961 

183,756 

40,481 

16,961 

8,866 

6,322 

8,332 

1962 

186,656 

41,396 

17,270 

9,121 

6,543 

8,462 

1963 

189,417 

41,758 

17,408 

9,219 

6,614 

8,517 

1964 

192,120 

42,260 

17,656 

9,291 

6,682 

8,631 

1965 

194,592 

42,786 

17,905 

9,389 

6,776 

8,716 

1966 

196,907 

43,246 

18,144 

9,474 

6,833 

8,795 

1967 

199,114 

44,017 

18,450 

9,625 

6,923 

9,019 

Disposable  Income  (millions  of  dollars) 


1959  337,300 

1960  350,000 

1961  364,400 


91,142 
98,312 
98,228 


1962  385,300  103,551 

1963  404,600  107,461 

1964  438,100  114,694 

1965  473,200  123,891 

1966  511,900  132,796 

1967  546,500  147,520 


39,316 
42,577 
43,490 

45,294 
46,952 
50,076 

53,632 
56,295 
60,276 


20,404 
21,976 
21,889 

23,508 
24,526 
25,987 

28,109 
30,705 
35,341 


13,474 
14,663 
14,504 

15,369 
15,802 
16,855 

18,373 
19,649 
21,897 


17, 

,948 

19, 

,096 

18: 

,345 

19. 

,380 

20 

,181 

21: 

,776 

23, 

,777 

26, 

,147 

30, 

,006 

Economic  Report  of  the  President,  February  1970,  and 
Sales  Management  Report,  Survey  of  BuyinR  Power. 
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ANNUAL  GROWTH   IN   POPULATION  AND   DISPOSABLE   PERSONAL    INCOME 
CALENDAR  YEARS   1959-1967 


Year 

Total 
U.  S. 

Total 

Four 

Markets 

Cleveland- 
New  York 

Chicago- 
Cleveland 

Cleveland- 
Philadelphia 

Detroit- 
Philadelphia 

Population  (percent) 

1959 
1960 
1961 

2.0 

1.7 

1.0 
1.4 

1.4 
1.6 

3.1 
1.7 

0.4 
1.2 

-1.6 
0.8 

1962 
1963 
1964 

1.6 
1.5 
1.4 

2.3 
0.9 
1.2 

1.8 
0.8 

1.4 

2.9 
1.1 
0.8 

3.5 
1.1 
1.0 

1.6 
0.6 
1.3 

1965 
1966 
1967 

1.3 
1.2 
1.1 

1.2 
1.1 
1.8 

1.4 
1.3 
1.8 

1.1 
0.9 
1.6 

1.4 
0.8 
1.3 

1.0 
0.9 
2.5 

Disposable  Income  (percent 

\1 

1959 
1960 
1961 

3.8 
4.1 

7.9 
-0.1 

8.3 
2.1 

7.7 

-0.4 

8.8 
-1.1 

6.4 
-3.9 

1962 
1963 
1964 

5.7 
5.0 
8.3 

5.4 
3.8 
6.7 

4.1 
3.7 
6.7 

7.4 
4.3 
6.0 

6.0 
2.8 
6.7 

5.6 
4.1 
7.9 

1965 
1966 
1967 

8.0 
8.2 
6.8 

8.0 
7.2 
11.1 

7.1 
5.0 
7.1 

8.2 
9.2 
15.1 

9.0 
6.9 
11.4 

9.2 
10.0 
14.8 
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AVERAGE  ANNUAL  GROWTH  IN  POPULATION  AND  IN  DISPOSABLE  PERSONAL  INCOME 
1959-1961,  1961-1964,  AND  1964-1967 


Percent  Annual  Growth  for  Selected  Periods 


Total  U.  S. 

Total  Four  Markets 

Cleveland-New  York 

Chicago-Cleveland 

Cleveland-Philadelphia 

Detroit-Philadelphia 


1959-1961 

1961-1964 

1964-1967 

Popu 

lation  (percent) 

Total  U.  S. 

1.9 

1.5 

1.2 

Total  Four  Markets 

1.2 

1.5 

1.4 

Cleveland-New  York 

1.5 

1.3 

1.5 

Chicago-Cleveland 

2.4 

1.6 

1.2 

Cleveland-Philadelphia 

0.8 

1.9 

1.2 

Detroit-Philadelphia 

-0.4 

1.2 

1.5 

Disposable  Income 

(percent) 

4.0  6.3  7.7 

3.9  5.3  8.8 

5.2  4.8  6.4 
3.7  5.9  10.8 
3.9  5.2  9.1 

1.3  5.9  11.3 


Source:   Table  10 
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YIELD  PER  REVENUE  PASSENGER-MILE 
CALENDAR  YEARS  1959-1967 


Year 

Domestic 
Trunks 

Four 
Markets 

Chicago- 
Cleveland 

Cleveland- 
New  York 

Cleveland- 
Philadelphia 

Detroit- 
Philadelphia 

5.80 
6.01 
6.19 

Yield  per  Revenue 

Passenger-Mile 

(cents) 

1959 
1960 
1961 

6.42 
6.37 
6.78 

6.63 
6.52 
6.97 

6.24 
6.23 
6.58 

6.54 
6.55 
6.97 

6.34 
6.32 
6.80 

1962 
1963 
1964 

6.35 
6.07 
6.01 

7.11 
7.21 
7.25 

7.19 
7.39 
7.40 

6.92 
7.00 
7.04 

7.41 
7.38 
7.26 

7.24 
7.15 
7.46 

1965 
1966 
1967 

5.94 
5.69 
5.50 

7.29 
7.11 
7.06 

7.39 
7.35 
7.29 

7.27 
6.94 
6.87 

7.10 
7.21 
7.17 

7.14 
6.95 
6.91 

Percent  Change  Over  Previous  Year 


1960 

3.6 

-0.8 

-1.7 

-0.2 

0.2 

-0.3 

1961 

3.0 

6.4 

6.9 

5.6 

6.4 

7.6 

1962 

2.6 

4.9 

3.2 

5.2 

6.3 

6.5 

1963 

-4.4 

1.4 

2.8 

1.2 

-0.4 

-1.2 

1964 

-1.0 

0.6 

0.1 

0.6 

-1.6 

4.3 

1965 

-1.2 

0.6 

-0.1 

3.3 

-2.2 

-4.3 

1966 

-4.2 

-2.5 

-0.5 

-4.5 

1.5 

-2.7 

1967 

-3.3 

-0.7 

-0.8 

-1.0 

-0.6 

-0.6 

Yields  for  the  domestic  trunks  are  based  on  CAB  Form  41  reports  sub- 
mitted by  the  carriers.  Yields  for  the  four  markets  were  computed 
from  the  fares  quoted  in  the  Official  Airline  Guide  for  July  1  of 
each  year.   These  fares  were  weighted  by  the  ratio  of  coach  to  total 
contained  in  the  0  &  D  Surveys.  No  adjustment  was  made  for  promo- 
tional fares. 


Official  Airline  Guide.  Quick  Reference  Edition,  July  1  of  each 
year,  and  CAB  Handbook  of  Airline  Statistics. 


245 


12.  Please  submit  a  copy  of  the  CAB  staff  study  of  PSA  made  in  1965. 
What  conclusions  did  the  Board  draw  from  this  study?   Describe  in  detail 
exactly  what  follow-up  work  was  done  by  the  Board  staff,  what  recommendations 
the  staff  made,  what  follow-up  action  was  taken,  explain  why. 

A  copy  of  Traffic,  Fares  and  Competition,  Los  Angeles-San  Francisco 

Air  Traffic  Corridor  (Aug.  1965)  is  enclosed.   As  is  the  case  in  respect  to 

many  staff  studies,  no  further  studies  or  other  actions  were  taken  in 

connection  with  that  staff  research  report.  We  do  not  know  why  the  Board  or 

its  staff  did  not  undertake  further  studies  or  related  action. 
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INTRODUCTION 


This  study  of  air  travel  between  Los  Angeles  and 
San  Francisco  aims,  by  interpreting  changes  in  traffic, 
fares,  and  other  things,  to  throw  light  on  the  factors 
generating  air  passenger  traffic.  The  particular  focus 
is  the  effect  of  fare  changes,  since  these  are  subject 
to  some  influence  by  the  Civil  Aeronautics  Board. 

The  method  of  study  is  simple.   From  the  chronology 
of  events  in  the  market,  the  most  significant  are  se- 
lected, their  relationships  studied,  and  conclusions 
drawn  according  to  the  best  judgment  of  the  investigator. 
The  difficulties  are  well  known,  and  need  only  be  mentioned 
here.  Historical  change  is  compound  of  many  factors;  to 
isolate  and  measure  them  singly  is  a  challenging  task. 

This  is  the  first  of  several  studies  of  particular 
air  travel  markets,  selected  because  they  have  been 
commanding  attention  by  changing  fares  and  burgeoning 
growth  of  passenger  traffic. 

This  report  was  prepared  by  Messrs.  S.  Brown, 
W.  Watkins,  and  K.  Paxson  and  Miss  J.  Ronson  of  the 
Research  and  Statistics  Division  of  the  Bureau  of 
Accounts  and  Statistics  of  the  Civil  Aeronautics  Board. 
The  contents  of  the  report  are  the  responsibility  of  this 
staff  and  do  not  necessarily  reflect  official  views  or 
opinions  of  the  Board  Members  themselves. 
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GROWTH  OF  AIR  TRAVEL:   TOTAL  DOMESTIC 
MARKET  AHO  LOS  ANGELES-SAN  FRANCISCO  MARKET 
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THE  LOS  ANGELES-SAN  FRANCISCO 
AIR  TRAVEL  CORRIDOR 


The  Market 

Los  Angeles-San  Francisco   is   the  heaviest  traveled 
of  all  city-pair  markets   in   the  World.      Air  travel  on 
the   3^^?  niile   route  has   grown  at  a   remarkable   rate   in 
recent  years.     From  1957   to   1964  air  passengers  ir..:-reased 
from  940  thousand  to  2.2  million,   almost  2j-fold.     Over 
the  same  period  for  comparison,    traffic  on  the  dot-estic 
trunk  airlines  increased  70^,   from  24.5  millicr.   to  -il.7 
million  passenger-miles. 

Part  of  this  vigorous  growth  is  attribi:tat].-r   "o  rapid 
economic   expansion  of  the  West  Coast  communitie;..      Califor- 
nia's population,   for  example,    increased  by  ?7^.    l'^57  to 
1964,   compared  to   a   national  rate  of   growth  of   i:-^.      Incomes 
too,  are  nearly  one-fourth  higher  than  the  national  average 
and  tend  to   grow  at  least  at  comparable  rates. 

The  retardation  of  growth  of  air  travel  from  1957  to 
1961,    so  visible  in  the   national  figures,  was  much  less 
noticeable  in  the  Los  Angeles-Sin  Francisco  marKc-t. 
Growth  since  I96I  has  accelerated  to  the  phenoraen-1  rate 
of  nearly  195^  per  year.     At  2.2  million  in  196i,   Me  number 
of  passengers   is   expected  to  be  close   to  2."  r;iili>jr.   in   1965- 
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The  Growth  of  Traffic  and  the  Carriers 

The  chart  opposite  shows  the  striking  surge,  since 
1961,  of  traffic  in  the  Los  Angeles-San  Francisco  air 
travel  market. 

At  the  same  time,  average  fares  have  dropped  more 
than  one-fifth:  from  more  than  $20  for  the  3^4-7  mile  trip, 
to  about  $16  in  196'+.   From  all  indications,  average 
fares  are  declining  further  this  year  with  continued  sharp 
competition  among  the  carriers.  The  great  surge  of  traffic 
accompanying  these  fare  declines  suggests  that  the  level 
of  fares  may  be  close  to  a  critical  point  at  which  a  good 
deal  of  diversion  from  other  modes  of  travel  -  automobile 
and  bus  for  example  -  is  taking  place.   Advertising  of  the 
airlines  along  the  Los  Angeles  to  San  Francisco  highways 
stresses  the  low  fares,  the  one-hour  flying  time,  and  the 
greater  convenience  of  air  over  motor  travel. 

There  are  four  major  air  carriers  in  this  market. 
United  Airlines  was  dominant  for  years.  Western  was  a 
close  second.   Trans-World  serves  the  market  only  as  a 
segment  of  longer  routes.  A  small  intra-state  carrier. 
Pacific  Southwest  Airlines,  started  service  in  19'>9  with 
a  single,  rented  DC-3.  Alwayi  a  very  low-fare  carrier, 
and  operating  up  and  down  the  coast  between  San  Diego, 
Los  Angeles,  and  San  Francisco,  PSA  was  once  called  "The 
Poor  Sailor's  Airline". 
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FLIGHTS,  EQUIPMENT,  AND 
ELAPSED  TIME 
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TRAFFIC,  FARES,  AND  CCMPETITION 


Flights.  Equipment,  and  Elapsed  Time 

For  the  four  carriers  in  the  Los  Angeles-San  Francisco 
market  the  chart  opposite  portrays  the  trends  of  their 
flights,  types  of  aircraft,  and  scheduled  flying  times. 

Adding  flights  in  a  market  may  generate  traffic  for 
a  carrier  up  to  a  certain  threshold;  after  that  point 
changes  in  flights  are  the  effect,  not  the  cause,  of 
changes  in  traffic.  Accordingly,  the  long  run  trends  of 
flights  offered  provide  a  rough  measure  of  competitive 
traffic  shares  -  rough  because  of  differences  in  seats 
and  configuration  among  the  different  aircraft  types. 
However,  the  dramatic  change  in  the  relative  market  po- 
sitions of  the  four  carriers,  1957-196'4-  stands  out 
clearly. 

In  these  annual  figures,  PSA's  rise  has  been  un- 
interrupted, and  picked  up  rapidly  after  I96I.  United 
declined  until  196^.  Western  became  a  strong  contender 
starting  in  I962  with  its  low-fare,  "Thriftair"  service 
in  older  DC-6B  planes.  Trans-World  has  maintained  a 
fairly  steady  position. 

Except  for  Western's  "Thriftair"  experiment,  the 
carriers  have  since  196O  been  fairly  competitive  with 
respect  to  quality  of  equipment  and  flying  times. 
PSA  was  first  with  Electras  in  I960,  securing  a  brief 
advantage  over  United  and  Western  in  this  respect. 
United  first  introduced  the  highly  efficient  and  at- 
tractive B-727  in  the  fall  of  196^+,  stealing  a  march 
on  all  competitors. 

The  changeover  from  piston  to  turbine  airplane, 
practically  completed  by  I96I,  reduced  flying  time  by 
about  three-quarters  of  an  hour  -  from  an  hour  and 
forty  minutes  to  one  hour  or  less. 
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PACIFIC  SOUTHWEST  AIRLINES  HAS  REACHED 
THE  TOP  OF  THE  lAXSFO  MARKET 
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Fares  and  Competitive  Shares 

From  the  beginning,  and  till  recently,  Pacific  Southwest 
Airlines  maintained  fares  for  its  dense-configuration  (98-seat 
Electras,  for  example)  single-class  service  substantially 
below  the  coach  fares  of  its  trunk-airline  competitors.  In 
1957  PSA's  fare  was  $10.99;  trunk  coach  fares  were  $1U.85 
(all  fares  include  tax).   In  I96I,  PSA's  Electra  fare  was 
$lij-.85;  trunk  airlines  jet  coach  fares  were  $20.30  till 
August,  and  then  were  raised  to  $25.25,   At  present,  PSA  has 
the  lowest  fare  on  the  route,  $12.00  for  a  one-hour  flight  in 
Electras.   For  a  B-727  flight,  PSA  now  charges  $14.15,.  the  same 
as  the  trunk  airlines'  jet-commuter  service.   (For  detailed 
information  on  fares  by  class  of  service  and  kind  of  equipnont 
see  Table  9,  Appendix  A.)  The  chart  opposite  shows  tre  great 
differences  in  both  level  and  trend,  1957  to  1964,  between 
PSA's  fares  and  average  coach  fares  of  its  trunk  airline  com- 
petitors. 

With  lower  fares,  PSA  forged  ahead  in  volume  of  traffic. 
But  starting  in  I962,  the  trunk  airlines'  determined  com- 
petition in  both  quality  of  service  and  fares  has  brought 
them,  together,  equal  with  PSA  in  number  of  coach  passengers. 
And  these  competitive  efforts  have,  undoubtedly,  expandea 
total  traffic  far  above  what  it  might  otherwise  be. 

PSA's  success  \iri. th  dense  con.iguration  seating,  98  seats 
in  Electras,  122  seats  in  their  727>  supports  the  point  of 
view  that  seat  space  is  not  an  important  factor  affecting 
traffic  -  at  least  on  short  to  medium  stage-lengths. 
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Frequencies  and  Week-end  Flights 

Pacific  Southwest  Airlines  has  always  tried  especially 
to  attract  heavy  week-end  traffic  -  to  a  far  greater  extent 
than  the  three  competitive  trunk  airlines.  PSA  has  many 
extra  flights  on  Fridays  and  Sundays. 

Friday  and  Sunday  travel  is  probably  for  personal 
rather  than  for  business  reasons.  PSA  has  thus  appealed, 
successfully,  to  the  large  potential  market  -  people  who 
formerly  traveled  by  other  modes  or  did  not  travel  at  all. 
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DESPITE  LOW  YIELD,  PSA  HAS  A  HIGH 
RETURN  ON  STOCKHOLDERS'  EQUITY 


AND  RETURN  ON  TOTAL  INVESTMENT 

WAS  21%  IN  1963,  25%  IN  1964 
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Pacific  Southwest  Airlines  Makes  Money 

PSA's  yield,  per  passenger-mile,  is  under  4  cents. 
Yet  the  firm  has  a  good  rate  of  return  and  has  rapidly 
increased  stockholder  equity  by  plowing  back  substantial 
earnings. 

The  bar  chart  opposite  shows,  for  each  year  from  1959 
through  196'+,  the  equity  at  the  beginning  of  the  year 
(lower  white  portion)  and  the  earnings  during  the  year. 
Because  nearly  all  earnings  have  been  plowed  back,  the 
equity  has  grown  by  approximately  the  amount  of  the  profit 
plus  proceeds  of  new  stock  issues.  Thus  at  the  beginning 
of  1959,  stockholder  equity  was  slightly  less  than  $1 
million;  at  the  end  of  1964  it  was  10.1  million.  Low 
earnings  in  I96O  and  I96I  were  due  to  speed  restrictions 
and  structural  modifications  of  the  company's  Electras, 
and  to  losses  incurred  as  a  result  of  establishing  service 
to  Oakland  airport  (soon  discontinued)  with  a  DC-6B 
aircraft. 

The  company  began  to  pay  dividends  in  I963  and  in- 
creased them  in  1964.  Total  dividends  were  $204,290  in 
1963,  $567,245  in  1964. 

In  1964,  PSA's  return  on  stockholder  equity  was  nearly 
345S;  return  on  total  investment  was  25^.   (Farther  details 
are  in  Table  6,  Appendix  A.) 
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Multiforni  Competition 

Pacific  Southwest  Airlines  has  determinedly  undercut 
fares  of  competitive  air  carriers.  But  keeping  its  equip- 
ment competitive,  and  the  fare  increases  and  decreases  of 
the  three  trunk  carriers,  have  also  been  highly  important 
to  PSA's  progress  in  the  market. 

This  chart  shows,  first,  the  ratio  of  PSA's  traffic, 
year  by  year,  to  the  three  trunk  airlines'  coach  traffic. 
The  rising  portion  of  the  curve  means  that  PSA  was  in- 
creasing its  market  share  until  196A.  The  chart  also 
shows  the  ratio  of  PSA's  fare  to  the  average  coach  fare  of 
the  trunk  airlines.  This  ratio  has  always  been  below  one, 
indicating  PSA's  consistently  low  fares.  The  ratio  fell 
until  1962-63,  when  lower  fares  by  PSA's  competitiors 
caused  it  to  rise.  Notice  that  PSA's  traffic  ratio  rises 
as  its  fare  ratio  falls,  and  that  the  traffic  ratio  turns 
and  falls  as  the  fare  ratio  begins  to  rise  in  1963-64. 

But  the  chart  also  shows  the  timing  and  the  apparent 
effect  of  other  competitive  moves,  especially  the  intro- 
duction of  superior  equipment.  Flying  DC-3's  and  DC-'+'s 
at  low  fares,  PSA  made  slow  gains.  The  change  over  to 
Electras  in  early  I960,  with  a  flying  time  of  one  hour 
at  the  same  low  fares,  brought  a  dramatic  increase  of 
traffic.   In  the  middle  of  I96I  the  trunk  air  carriers 
raised  jet  coach  fares  from  $20.30  to  $25.25  (with  tax), 
$10.40  above  PSA's  $14.85  fare  for  Electra  service;  PSA's 
traffic  surged.  Western  Airlines'  introduction  of 
"Thriftair"  service  in  slower  DC-6B's  at  fares  below  PSA's, 
held  up  the  progress  of  the  intra-state  airline.  United 
Airlines'  introduction,  in  late  1964,  of  "jet  commuter" 
service  in  new  B-727  jets  at  fares  nearly  as  low  as  PSA's 
made  a  great  change  in  competitive  positions. 
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UNITED  AIRLINES  RECOVERS  SHARPLY  AT 
WESTERN'S  AND  PSA'S  EXPENSE 
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United  Airlines*  "Jet  Commuter"  Service 

Long  declining  in  the  market,  United  Airlines  made 
a  powerful  bid  in  September  196'+  to  regain  its  dominant 
competitive  position.  United  offered  "jet  commuter" 
service  in  the  new,  three-jet  B-727's  at  a  fare  of  $15.23, 
only  a  dollar  above  PSA's  fare  for  Electra  service.   In 
April  1965  United  reduced  the  fare  to  $1'4-.18,  matching 
PSA's  fare. 

The  effect  was  dramatic.  United' s  traffic  increased 
sharply  at  Western's  and  PSA's  expense.  This  year,  PSA 
has  begun  service  with  its  own  single  B-727,  flying  111 
flights  per  week  with  the  three- jet  aircraft  at  load 
factors  reportedly  as  high  as  80  percent.  Four  more  72? 's 
are  to  be  delivered  to  PSA  this  year,  and  another  in  early 
1966.  Meanwhile  PSA  has  291  additional  weekly  flights  in 
Electras  at  fares  of  $12.00  including  tax  -  a  total  of  402 
flights  per  week,  a  hundred  more  than  any  other  carrier. 
Western  dropped  "Thriftair"  and  made  a  strong  bid  with  jet 
service  in  B-720B's  at  competitive  fares  of  $14.18. 

Accordingly  continued  sharp  competition  in  the  market 
may  be  expected  in  1965  to  bring  down  fare  levels  still 
more,  to  expand  traffic,  and  to  improve  equipment  and  service. 
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THOUGH  TRAFFIC  IS  70%  BUSINESS, 

LAX-SFO  MARKET  IS  PRICE-ELASTIC 
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The  Fare-Elastlcltv  of  Demand 

Studies  by  the  airlines  indicate  that  most  of  the  travel 
on  the  Los  Angeles-San  Francisco  route  is  for  business  purposes. 
The  proportion  is  about  70  percent,  somewhat  above  the  national 
average.  However,  traffic  appears  to  be  elastic  with  respect 
to  fares;  declines  of  average  fares  bring  more-than-proportional 
increases  of  traffic. 

Pacific  Southwest  Airlines'  always  -  low  fares  have  attracted 
traffic  from  competitors,  have  induced  fare  reductions  by  them, 
have  brought  down  average  fares  and  have  apparently  expanded  total 
traffic  far  above  what  it  might  otherwise  be.  This  process  im- 
plies that  PSA  has  operated  at  relatively  high  load  factors. 
Authentic  information  is  not  available,  but  high  load  factors 
would  be  consistent  with  PSA's  brilliant  earnings  performance. 
Load  factor  of  the  Company's  single  72?  was  reported  above  80^ 
in  May  I965.  Estimates  based  on  revenue  plane  miles  flown, 
seats  per  plane,  and  passenger-miles  indicate  system  load  factors 
for  PSA  of  -ai   in  I96I,  and  77^  in  I962  and  I963.  An  estimate 
for  the  year  1964  based  on  flights,  seats  per  flight,  and  passen- 
gers indicated  a  load  factor  of  nearly  805^ 

Estimating  fare-elasticity  of  demand  in  a  single  market  is 
especially  difficult.  However,  if  we  take  the  smooth  rise  of 
traffic  from  1957  to  I96I  during  which  period  fares  did  not 
change  very  much,  as  "normal"  and  as  comprising  all  the  other 
important  factors  influencing  demand  -  growth  of  population  and 
income,  reduction  of  flying  time,  etc.,  we  may  impute  the  extra 
increase  of  traffic  since  I96I  to  the  fall  of  average  fares  and 
compute  a  fare-elasticity  of  1.3e  The  detail  of  the  computation 
is  shown  on  the  chart  opposite  and  in  Table  7,   Appendix  A. 

This  estimate  may  be  low.  The  full  effects  on  traffic  of 
the  decline  of  fares  have  not  yet  been  felt.  Many  new  air 
travelers  have  been  initiated  by  the  attractive  low  fares,  and 
having  flown  once  or  twice  they  are  far  more  likely  to  fly 
again.  Accordingly,  the  fare-elasticity  is  probably  a  good 
deal  greater  for  the  longer  run. 
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REVENUES  IN  THE  LAXSFO  MARKET 


LOWER  FARES  HAVE  INCREASED  TOTAL  REVENUE 
OF  THE  CARRIERS  IN  THE  LAXSFO  MARKET 


KEY: 


ACTUAL 
REVENUES 


,1 


wm 


ADDITIONAL    REVENUES 
iFROM  FARE  DECREASE 


^REVENUE    FROM    ASSUMED  "NORMAL" 
'growth    at   1961  FARE  LEVEL 


;^^ 


mm 


40 


30  3 


20 


10 


DATA:  TABLE  8 


1961  1962  -  1963  1964 
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Revenues  in  the  Los  Angeles  -  San  Francisco  Market 

Revenues  in  the  Los  Angeles-San  Francisco  market  increased 
from  $2U  million  in  I96I  to  $34  million  in  I96U.  The  chart 
opposite  however,  shows  that  if  the  I96I  average  fare  level  of 
$18.41  (without  tax)  had  been  maintained,  normal  growth  would 
have  produced  $30  million  in  revenues  by  1964.  Thus,  the 
traffic  stimulated  by  reductions  resulted  in  additional  revenues 
of  $203  thousand  in  I962,  $2.1  million  in  I963,  and  $3.8  million 
in  1964.  Since  the  market  is  price-elastic,  further  declines  in 
fares  would  produce  additional  gross  revenues  for  the  carriers. 

This  is  not  to  say  however,  that  fare  reductions  would 
necessarily 'improve  profits.  Since  unit  costs  would  probably 
not  decrease  in  proportion  to  the  decline  of  yields,  higher 
load  factors  would  be  necessary  for  the  carriers  to  break  even. 
But  because  of  the  intense  competition  in  this  market,  higher 
load  factors  may  be  increasingly  difficult  to  attain. 
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APPENDIX  A 
Statistical  Tables 


Table  , 

1.  Passenger  Traffic  in  the  Los  Angeles-San  Francisco 
Air  Travel  Market,  19^+8  to  1964,  Compared  to  Domestic 
Trunk  Airline  Traffic. 

2.  Traffic  and  Weighted  Average  Fares  in  the  Los  Angeles- 
San  Francisco  Market. 

3.  Traffic  and  Fares  in  the  Los   Angeles-San  Francisco 
Market  by  Class  of  Service,  the  Three  Trunks  Compared 
to  Pacific  Southwest  Airlines. 

^.       Ratios  of  Pacific  Southwest  Traffic  to  Trunk  Traffic 

and  Pacific  Southwest  Fares  to  Trunk  Coach  Average  Fares. 

5.  Quarterly  Traffic  and  Fare  Data  for  the  Major  Competitors 
in  the  Los  Angeles-San  Francisco  Market, 

6.  Financial  Statistics  for  Pacific  Southwest  Airlines 
(1957-196^^). 

7.  Estimates  of  Normal  Growth  in  Los  Angeles-San  Francisco 
Market  for  1961-61+,  Based  on  Regression  Line  Fitted  to 
1957-1961  Period. 

8.  Traffic,  Fares,  and  Revenues  in  the  Los  Angeles-San 
Francisco  Market  -  Actual  and  Under  "Normal  Growth" 
Assumptions. 

9.  Tariffs  Filed  with  the  Civil  Aeronautics  Board  for  the 
Los  Angeles-San  Francisco  Route  (Including  Transportation 
Excise  Tax). 
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Year 
19^ 
19U9 
1950 
1951 
1952 
1953 
195^ 
1955 
1956 
1957 
1958 
1959 
I960 
1961 
1962 
1963 
1964 


PASSENGER  TRAFFIC  IN  THE  L03  ANGELES-SAN  FR,\NCISCO 

AIR  TRAVEL  MARKET,  19^8  to  1964,  COMPARED  TO 

DOMESTIC  TRUNK  AIRLINE  TRAFFIC 


Passenger-miles 
(OOP) 


Los  Angeles-San  Francisco 

Total  Domestic 

0  &  D  2/     PSA  1/ 

Total 

Trunk  Airlines 

315            NA 

NA 

5,840 

271 

" 

6,571 

370 

" 

7,766 

NA 

" 

10,211 

529            " 

" 

12,121 

461 

" 

14,298 

591 

" 

16,235 

723 

" 

19,206 

725 

" 

21,643 

817          12^+ 

941 

24,500 

851          157 

1,007 

24,436 

948          206 

1,155 

28,127 

874         385 

1,259 

29,233 

856         473 

1,329 

29,535 

773         732 

1,504 

31,828 

912         925 

1,837 

36,400 

1,154       1,072 

2,226 

41,700 

1/  PSA'S  passenger  figures  for  1964  are  origin  and  destination  data 
obtained  from  the  California  State  Public  Utilities  Commission 
and  from  PSA.  PSA's  traffic  for  I96I-63  are  figures  publisned 
in  Aviation  Week  for  September  14,  1964  and  are  0  :^   0  data. 
Traffic  for  1957-60  were  estimated  from  PSA's  systRn  traffic, 
reported  in  an  E.  F.  Hutton  Co.,  prospectus  on  PSA. 

:/  Long  Beach-San  Francisco  passengers  whose  number  is  relatively 
insignificant  are  not  included  in  the  total  Los  Angrles-San 
Francisco  market  for  the  years  1948-1960.  Since  19^0  Long  Beach 
traffic  has  been  included  with  Los  Angeles  in  the  Origin  and 
Destination  surveys. 
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TABLE  7.   ESTIMATES  OF  NORMAL  GRiJWTH  IN  LOS  ANGELES- 
SAN  FRANCISCO  MARKET  FOR  1961-64,  BASFJ) 
ON  REGRESSION  LINE  FITTED  TO 
1957-61  PERIOD 
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Estimating  Equation 


Y^  =  1138. 

,2  +  102. 8X 

Passengers 

(000) 

Year 

Estimated 

Actual 

Residual 

1957 

933 

941 

+  8 

58 

1,035 

1,007 

-  28 

59 

1,138 

1,155 

+  17 

60 

1,241 

1,259 

+  18 

61 

1,3^ 

1.329 

, 

-  15 

Extrapolated 

62 

1,^7 

1,504 

+  57 

63 

1,549 

1,837 

+288 

64 

1,652 

2,226 

+574 
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TABLE  8.   TRAFFIC,  FARES,  AND  REVENUES  IN  THE  LOS  ANGELES- 
SAN  FRANCISCO  MARKET  -  ACTUAL  AND  UNDER 
"NORMAL  GRCWTH"  ASSUMPTIONS 


Actual 


Year 

Traffic 
(Passengers,  000) 

Average  Fares 
(Without  tax) 

Revenue  (000) 

1961 
1962 
1963 
1964 

1,329 
1,504 
1,837 
2,226 

$18.41 
17.85 
16.66 
15.37 

$24,467 
26,846 
30,604 
34,214 

Based  on  "Normal  Growth"  Assumptions 

Year 

Traffic 

Average  Fare 
at  1961  Level 
(Without  tax) 

Revenue  (OOO) 

(Passengers,  000) 

1961 
1962 
1963 
1964 

1,329 
1,^^7 
1,5^9 
1,652 

$18.41 
18.41 
18.41 
18.41 

$24,467 
26,639 
28,517 
30,413 
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APPENDIX  B 

A  CHRONOLOGY  OF  FARES,  FLIGHTS,  AND  COMPETITION  IN  THE 
LOS  ANGELES-SAN  FRANCISCO  AIR  TRAVEL  MARKET 


Introductory  note; 

This  chronology  begins  in  December  195^  and  extends  to 
July  1965.   It  is  a  catalog  of  all  important  changes  of  fares, 
flights,  and  quality  of  service  and  equipment  in  the  Los  Angeles- 
San  Francisco  air  travel  market.  The  principal  sources  of  infor- 
mation are  the  carriers'  traffic  filed  with  CAB,  and  the  monthly 
Official  Airline  Guide. 

December  195^+  is  the  earliest  date  from  which  Pacific  South- 
west Airlines'  fares  and  schedules  have  been  continuously  reported 
in  the  Official  Airline  Guide.  At  that  time  total  traffic  over 
the  Los  Angeles-San  Francisco  routes  v;as  at  a  rate  of  only  about 
700,000  passengers  a  year,  in  comparison  with  the  2.?  million 
expected  to  make  the  air  trip  in  I965. 

Regular  first-class  fares  were  $24.26;  regular  coach  fares 
$14.85,  including  10  percent  tax.  Pacific  Southwest  Airlines' 
fare,  for  a  single-class  service,  was  $10.99  with  tax,  or  $3.86 
below  regular  coach.  PSA  offered  55  flights  per  week,  both  ways, 
serving  San  Francisco  International  Airport  and  Burbank  near 
Los  Angeles,  making  the  trip  in  2  hours  with  DC-3  equipment.  At 
this  time  the  trunk  carriers.  United  Airlines,  Western  Airlines, 
and  Trans-World  Airlines  offered  274  first-class  flights  a  week 
in  DC-6,  Convair,  and  Constellation  equipment,  and  210  coach 
flights  in  DC-4's  and  Constellations.  Scheduled  time  for  first 
class  flights  was  1  hour  and  40  minutes;  coach  flights  2  hours. 

United  was  dominant  in  the  market  with  Western  second  and 
Trans-World  third.   In  1954  almost  half  of  the  Los  Angeles- 
San  Francisco  traffic  of  these  airlines  was  coach  traffic,  a  much 
higher  proportion  than  the  natiopal  average,  which  was  less  than 
one-third  at  that  time. 

Pacific  Southwest  Airlines  carried  about  60  or  70  thousand 
passengers,  on  the  Los  Angeles-San  Francisco  route  in  195'*'.  A 
second  small  intra-state  carrier,  California  Central  Airlines, 
was  also  operating  DC-3's  in  this  market,  offering  28  flights 
per  week  at  a  fare  of  $12.8?  with  tax. 
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Chronology  of  changes:  fares,  flights,  competition 


January 

through 

April 

1955 


From  January  through  March  there  were  no 
changes.   In  April  I'SA  added  flights  on 
every  day  of  the  week,  bringing  the  weekly 
total  to  70  from  55,  with  11  flights  on' 
Friday,  13  on  Sunday,  9  on  business  days 
Monday  through  Thursday.   Trunk  carriers' 
flights  were  unchanged  through  April. 


May 

through 

September 

1955 


In  May  and  June  United  and  the  other 
trunks  began  to  add  flights.  By  September 

they  were  offering  286  first  class  flights 
per  week,  and  276  coach.   In  June  PSA  added 
one  flight  on  Friday  and  one  on  Sunday,  but 
reduced  schedules  by  two  flights  a  day  Monday 
through  Thursday  and  also  Saturday,  for  a  new 
vreekly  total  of  62  compared  to  the  April  sched- 
ule of  70.   In  August  PSA's  flights  were  again 
reduced  a  little  to  59  per  week  and  held  to 
this  level  in  September.  California  Central 
Airlines  increased  service  during  this  period 
from  i+9  flights  a  week  in  June  to  58  in  Sep- 
tember and  cut  fares  in  September  to  PSA' s 
level  of  $10.99  with  tax. 


October 

and 

November 

1955 


Starting  in  October,  United  reduced  schedules 
a  little;  Western  and  TWA  maintained  the  same 
levels,  as  did  PSA.  By  November  the  count  of 
weekly  flights  was: 


December 
1955 


The  three  trunks: 

First  class 272 

Coach 238 

Pacific  Southwest  60 

California  Central   57 

(DC-3's) 

PSA  announced  4-engine  equipment  (DC-'4.'s)  on 
all  flights,  with  flying  time  reduced  to  1  hour 
UO  minutes.   Seats  per  flight  were  nearly  doubled. 
Flights  per  week  were  reduced  only  from  60  to  '4-9. 
Fares  remained  at  $10.99.  Trunk  fares  were  un- 
changed, and  PSA  now  had  equipment  comparable  to 
that  used  on  the  trunk  carrier's  coach  flights  - 
at  a  fare  $3.86  lower.  Trunk  schedules  were  only 
slightly  lower  than  November.  California  Central 
still  advertised  57  flights  per  week  in  DC-3's  at 
a  fare  of  $10.99 
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January 

through 

March 

1956 


PSA  added  3  Friday  flights  in  January,  but 
reduced  Saturday  and  Sunday  flights,  so  the 
weekly  total  was  '+8  in  January  and  February. 
In  March  PSA  raised  the  weekly  schedule  to  52. 
United  added  flights  in  March  also,  and  the 
count  was: 


April 

through 

July 

1956 


August 

through 

October 

1956 


November 

December 

1956 


The  three  trunks: 

First  class 260 

Coach 292 

Pacific  Southwest  .....  52 

California  Central  ....  66 
(DC-3's) 

PSA  reduced  flights  to  51  per  week  in  May 
from  52  in  April.  The  trunk  carriers  began 
to  add  flights  in  June.  By  July  total  sched- 
ules of  all  carriers  were  at  their  highest 
for  the  year: 

The  three  trunks: 

First  class 312 

Coach  . 258 

Pacific  Southwest  51 

California  Central  ....  58 
(DC-3's) 

United  reduced  schedules  a  little;  Western 
and  TWA  were  nearly  unchanged  through  October. 
PSA  added  a  few  flights  in  September  to  bring 
the  weekly  total  to  54.  Fares  were  unchanged. 
Westerly  hitherto  operating  only  DC-4  coach 
flights  (except  one  DC-6  coach  in  the  middle 
of  the  night)  added  a  DC-6B  coach  flight  each 
way  in  the  late  forenoon  with  faster  time  of 
1  hour  35  minutes.  Other  coach  flights  were 
still  DC-4's  except  California  Central,  adver- 
tising 58  DC-3  flights  per  week. 

In  December  the  count  of  weekly  flights  was: 

The  three  trunks: 

First  class 290 

Coach 236 

Pacific  Southwest  9^ 

California  Central   ....   57 
(DC-3'3) 

December  was  the  last  month  in  which  California 
Central  Airlines*  schedules  were  advertised  in  * 
the  Official  Airline  Guide. 
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January 

through 

April 

1957 


May 

through 

September 

1957 


In  January,  Western,  TWA,  and  PSA  all  reduced 
schedules;  United's  flights  were  unchanged. 
Reductions  were  small,  except  for  Western  . 
which  dropped  30  coach  flights  a  week.  PSA 
discontinued  2  Saturday  flights.  The  total 
weekly  flight  count  in  January  was:' 

The  three  trunks: 

First  class 29^ 

Coach 208 

Pacific  Southwest  52 

United  Airlines  briefly  reduced  coach  flights 
by  1^4^  per  week  in  February,  but  in  March  added 
28  coach  flights  in  DC-6  equipment  at  convenient 
hours.   This  reduced  flying  time  to  1  hour  and 
40  minutes.  PSA  however,  showed  a  flight  time 
of  1  hour  and  45  minutes  in  DC-4  equipment. 
There  were  no  other  changes  of  significance 
through  April. 

In  May,  United  and  Western  addod  coach  flights. 
Western  changed  all  DC-4  coach  flights  to  DC-6B's 
with  flight  time  reduced  to  1  hour,  30  minutes. 
United  added  more  DC-6  coach  flights  but  kept 
the  DC-4's  in  operation.  The  count  of  flights 
in  May  was: 

The  three  trunks: 

First  class 244 

Coach 224 

Pacific  Southwest  52 

In  June  PSA  added  flights  on  every  day  of  the 
week  except  Friday,  bringing  the  weekly  total 
to  63.  In  July  United  added  32  more  coach 
flights  per  week.  In  September  PSA  added 
several  more  flights  on  Friday,  Saturday,  and 
Sunday  for  a  weekly  total  of  75.  The  Septem- 
ber flight  count  was: 

The  three  trunks: 

First  class 246 

Coach 224 

Pacific  Southwest  75 
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October 

through 

December 

1957 


January- 
through 
May 
1958 


In  October  United  Airlines  dropped  all  DC-4 
coach  flights  and  added  DC-6's,  for  a  net 
reduction  of  34  weekly  coach  flights.   TWA 
added  28  coach  flights  in  November.  In 
December  the  flight  count  was: 

The  three  trunks: 

First  class 312 

Coach 23k 

Pacific  Southwest  75 

In  January  TOA  introduced  one  dual  config- 
uration Constellation  flight  each  way  on  the 
San  Francisco-Los  Angeles  route  (formerly  a 
first  class  flight).  This  was  the  first  dual 
configuration  flight  on  the  route.  United 
added  one  coach  flight  to  its  schedule 
(formerly  a  first-class  flight, also).  The 
total  number  of  flights  per  week  for  the 
four  airlines  serving  the  market  was  then: 

The  three  trunks: 

First  class 288 

Coach 258 

Pacific  Southwest  75 

Fares  were  unchanged  for  all  carriers. 

In  February  TWA  dropped  its  two  daily  first- 
class  flights.  Western  dropped  a  coach  flight 
and  PSA  also  reduced  schedules  slightly.  Fares 
remained  at  the  195*^  level:  first-class  - 
$24.26,  Coach  -  $14.85,  PSA  -  $10.99. 

In  March  PSA  increased  its  Friday  a,nd  Sunday 
schedules,  adding  4  flights  on  Friday  and  2 
on  Sunday.  Western  also  added  2  coach  flights. 
At  that  time  the  count  of  flights  per  week  was: 

The  three  trunks: 

First  class 266 

Coach 266 

Mixed m. 

Pacific  Southwest  72 

Also  in  March,  the  trunk  carriers  raised  fares 
to  $26,35  for  first-class  and  $16.56  for  coach, 
including  tax,  following  the  February  action  of 
CAB  permitting  a  general  4^  increase,  plus  $1 
a  ticket. 


286 


39 


January 
throagh 

May 

1958 
(Cont'd) 


June 

through 

September 

1958 


In  April  Western  was  closed  down  by  a  pilot's 
strike.  PSA  added  two  flights  each  on  Saturday 
and  Sunday  for  a  weekly  total  of  76.  TWA 
dropped  one  daily  coach  flight  in  this  market, 
but  in  May  added  one  first-class,  one  coach, 
and  one  mixed  flight  daily,  each  way.  Western 
pilots  were  still  on  strike  in  May. 

In  June  PSA  raised  fares  from  $10.99  including 
tax,  to  $12.99  but  left  flight  schedules  un- 
changed. PSA's  price  advantage  over  trunk 
carriers'  coach  service  was  then  $3 •37'  United 
reduced  first  class  service  a  little  but  its 
coach  schedule  was  unchanged.  Western  resumed 
service  with  98  weekly  flights  each  for  first- 
class  and  coach. 

There  were  no  changes  in  July  or  August 

In  September  PSA  began  operations  from  Los 
Angeles  International  airport  as  v;ell  as  from 
Burgank,  increasing  flights  from  76  one-way 
flights  to  113  one-way  flights  each  week.  PSA's 
schedule  now  called  for  1^  flights  per  day 
during  the  week  and  on  Saturday,  21  flights  on 
Friday,  23  on  Sunday.  The  trunk  carriers  did 
not  add  flights.  United,  however,  converted  one 
early  evening  daily  coach  flight  from  DC-6B  to 
DC-7  equipment.   The  count  of  total  weekly  flights 
in  September  was: 

The  three  trunks: 

First  class 2?^ 

Coach 318 

Mixed 28 

Pacific  Southwest  113 


October 

through 

December 

1958 


PSA  in  October  dropped  a  few  flights  each  day  but 
Sunday,  reducing  its  weekly  total  to  101.   United 
also  dropped  coach  flights.  TWA  dropped  its  first- 
class  flights  but  added  mixed  and  coach  flights. 
Western  dropped  Saturday  service  on  2  oi  its  first- 
class  flights. 

"Golden  State  Airlines,"  another  small  intra-state 
carrier,  appeared  for  the  first  time  in  the  Los 
Angeles-San  Francisco  market  in  October,  flying 
between  Burbank  and  Oakland.   It  offered  three 
flights  a  day  north  and  four  south,  with  "Extra 
Sections"  on  Friday,  Saturday,  and  Sunday.   Its 
fare  was  $14.85  with  tax  and  flying  time  1  hour, 
kO   minutes.   Flight  information  for  Golden  State 
does  not  appear  in  the  Official  Airline  Guide 
after  December  1958. 
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October 
through 
December 

1958 
(Cont'd) 


In  November  PSA  reduced  its  Sunday  flights  to 
10  north  and  10  south  from  the  October  schedule 
of  11  north  and  12  south,  but  added  one  flight 
south  on  Friday.   United  coach  schedules  re- 
mained the  same  but  first-class  flights  in- 
creased by  20  per  week.  Western's  schedules 
were  slightly  lower.   In  December  PSA  reduced 
schedules  again  and  at  the  end  of  the  year  the 
total  weekly  flight  count  was: 

The  three  trunks: 

First  class 206 

Coach 316 

Mixed i*2 

Pacific  Southwest  88 

Golden  State  k2 


January 

through 

May 

1959 


June 

through 

September 

1959 


There  were  no  significant  changes  in  January 
schedules  or  fares.  PSA  reduced  flights  in 
February,  dropping  four  flights  each  on  Friday 
and  Sunday.  There  were  no  significant  changes 
in  trunk  carriers'  schedules.  The  count  of 
total  flights  per  week  on  the  route  in  May  was: 

The  three  trunks: 

First  class 268 

Coach 276 

Mixed kZ 

Pacific  Southwest  80 

PSA  added  flights  in  June,  two  on  Friday  and  four 
on  Sunday.   Pure  jet  service  appeared  for  the  first 
time  on  the  route  in  June  when  TVv'A  offered  mixed 
first  class  and  coach  flights  in  Boeing  70?  equip- 
ment, at  a  coach  fare  of  $18.76  with  tax.  PSA 
added  Friday  and  Saturday  flights  in  July  and 
August.  This  made  the  weekly  total -100,  compared 
to  the  high  of  II3  in  September  1958.  Also  in 
August  Western  added  ^■   daily  first  class  flights 
each  way  in  Lockheed  Electra  equipment,  cutting 
the  flying  time  to  one  hour,  at  a  first  class  fare 
of  $26.35  with  tax.   Coach  flights  of  Western  and 
United  were  unchanged.  TWA  added  coach  and  mixed 
flights  in  August  and  September.  The  count  of  weekly 
flights  in  September  was: 

The  three  trunks: 

First  class 326 

Coach 306 

Mixed 56 

Pacific  Southwest  100 
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October 

through 

December 

1959 


January 

through 

April 

i960 


At  this  time  PSA  was  using  DC-^+'s  with  a  flight 
time  of  1  hour,  45  minutes.  Western's  coach 
flights  were  DC-6B's  with  a  time  of  1  hour,  30 
minutes.  United' s  coach  flights  were  in  DC-6's, 
flying  time  1  hour,  kO   minutes,  with  a  few 
faster  DC-7  coach  flights.  TWA  was  operating  a 
few  mixed  configuration  Boeing  70?  jet  flights. 
PSA  began  to  advertise  in  August,  "Electra • jets 
coming  soon". 

In  November  United  added  more  pur  jet  sei^ice 
on  the  route  with  two  daily  DC-8  flights  each 
way  in  mixed  first-class  and  coach  configuration 
with  a  flying  time  of  1  hour  and  5  minutes.  Jet 
coach  fare  was  $18.76  with  tax,  or  nearly  $6  more 
than  PSA's  $12.99.  United  reduced  older  coach 
schedules  when  the  jet  flights  were  added. 

In  December  the  count  of  total  weekly  flights  was: 

The  three  trunks: 

First  class 272 

Coach 238 

Mixed 70 

Pacific  Southwest  100 

In  January  PSA  announced  that  all  flights  were  in 
Lockheed  Electra  Turboprop  equipment  with  a  flying 
time  of  less  than  1  hour.  Planes  had  98  seats, 
half  again  the  capacity  of  the  former  DC-'+'s.  Flight 
schedules  were  held  to  the  high  level  of  lO'J'  flights 
weekly,  h^   for  Monday  through  Thursday  and  56  over 
the  weekend.  Western,  United,  and  TWA  flight  sched- 
ules remained  unchanged,  except  that  United  shifted 
another  daily  DC-6  coach  flight  to  mixed  configura- 
tion in  a  DC-8  jet.   Western's  four  daily  first 
class  Electra  flights  were  still  scheduled  at  a  fare 
of  $26.35  including  tax,  more  than  twice  PSA's  fare 
for  Electra  service. 

In  February,  United  added  another  daily  dual  configu- 
ration flight  each  way  in  DC-8  jet  equipment.  No 
other  important  changes  were  made  in  services  and 
fares  through  April.  The  count  of  total  weekly 
flights  in  April  was: 

The  three  trunks: 

First  class 256 

Coach 252 

Mixed 96 

Pacific  Southwest 10^+ 


hz 
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May 
and 
June 
i960 


July 

through 

September 

i960 


October 

through 

December 

i960 


During  May,  PSA  added  1  flight  each  way  on 
every  day  except  Friday,  for  a  total  of  II5 
flights  weekly.  United,  at  the  same  time, 
added  42  DC-6  coach  flights  per  week  for  a 
total  of  15/1.  Western  and  IWA  schedules  were 
little  changed.  At  this  time,  speed  restric- 
tions were  first  placed  on  Electra  equipment 
(225  knots  cruising,  245  knots  maximum). 
Western  showed  an  increase  in  flying  time  from 
65  minutes  to  80  minutes,  beginning  in  May. 
PSA  showed  an  increase  from  55  minutes  to  70 
minutes,  beginning  in  August. 

In  June,  Western  reduced  schedules  slightly 
and  put  a  70?  mixed  configuration  jet  on  the 
route  for  the  first  time.  The  count  of  weekly 
flights  was: 

The  three  trunks: 

First  class 244 

Coach 294 

Mixed 124 

Pacific  Southwest  115 

In  July  there  was  a  further  shift  to  mixed  con- 
figuration jet  aircraft  by  United.  The  general 
passenger  fare  increase  of  2.5^  +  $1  per  ticket 
authorized  by  CAB  went  into  effect  for  the  trunk 
carriers  in  July.  PSA's  fares  were  unchanged. 

In  September  PSA  again  added  flights  for  a  total 
of  124  per  week.  The  count  of  total  weekly  flights 
in  September  was: 

The  three  trunks: 

First  class  . 216 

Coach 294 

Mixed 152 

Pacific  Southwest  124 

In  October,  Western  added  mixed  configuration  flights 
in  Electra  equipment,  with  a  flying  time  of  80  minutes 
under  existing  speed  restrictions.  United  reduced  all 
schedules.   In  November,  PSA  began  to  serve  Oakland 
airport  for  the  first  time,  as  well  as  San  Francisco 
International,  and  accordingly  added  flights  on  every 
day  of  the  week,  raising  the  weekly  total  of  l62 
flights. 
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iO 


Oitober 
through 
December 

I960 
(Cont'd) 


The  Los  Angeles-Oakland  flights  were  ir.  DC-6B 
equipment  at  a  fare  of  $14.85  thou(;h  the  San 
Frincir.co-Los  Angeles  fare  remained  »t  $12.99. 

In  DcceiTiber  the  count  of  total  vieckly  flights 
was: 


January 

through 

April 

1961 


M-.v 

-hrcagh 

Sfptember 

1961 


The  three  trunks: 

First  class 1'^'6 

Coach I'^B  • 

Mixed 178 

Pacific  Southwest  l62 

There  were  reductions  of  scheduler,  in  January 
by  United.   In  February  Pacific  Southwest  Air- 
lines increased  its  Los  Angeles-San  Francisco 
fare  from  $12.99  including  tax  to  $IU.&3   in- 
cluding tax.   PSA's  fare  difference  below  the 
trunk  fares  was  then  $3-25  for  coach,  $5.45 
a{rainst  jet  coach.   Also  in  Februan'  United 
further  reduced  first  class  flirhts  but  in- 
creased dual  configuration  flights  in  jet 
equipment. 

In  March,  Western  had  some  Electra  flightr  hjck 
on  faster  schedules  of  65  minutes;  others  w-;rs 
still  at  SO  minutes.   In  April,  all  of  Western's 
Electra  flights  were  back  to  65  minutes.  PSA's- 
Elactra  flights  were  still  on  ti.c  slower  speed, 
70  minute  schedule.  V.'estern  adcied  coach  flights 
in  March.  The  weakly  total  in  April  was: 

The  tb.ree  trunks: 

First  class 94 

Coach 248 

Mixed 234 

Pacific  Southwest  l62 

In  May  PSA  reduced  flights  from  l6'  to  124  -'eekly, 
as  DC-6B  service  to  Oakland  was . discontinued. 
United  at  the  same  time  increased  mixed  fli~hts, 
but  dropped  40  coach  flights  per  we°.-.  Wer'frn 
added  a  few  mixed  configuration  flights  in  August. 
Also  in  August,  jet  coach  fares  of  the  trun  • 
carriers  were  raised  from  $20.30  to  $25.25 
(including  tax).  This  widened  the  i:vre  gap  vith 
PSA  to  $10.40  from  $5.45  per  ticket.   PSA  cy  this 
time  had  all  Electra  flights  back  on  faster  sched- 
ules of  60  minutes  and  restored  25  flights  to  bring 
its  total  up  to  149  weekly. 
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May 
through 
September 

1961 
(Cont'd) 


October 

through 

December 

1961 


In  September,  the  count  of  flights  per  week 
was: 

The  three  trunks: 

First  class "jZ 

Coach 180 

Mixed 210 

Pacific  Southwest  \h^ 

Fares  remained  unchanged.  United  continued  to 
reduce  first-class  schedules  from  UO  in  Septem- 
ber to  12  in  December.  United  also  reduced 
coach  and  mixed  configuration  flights.  TWA 
added  mixed  flights  in  October.   In  December 
the  summary  of  flights  per  week  was: 

The  three  trunks: 

First  class 12 

Coach 138  - 

Mixed 298 

Pacific  Southwest  152 


By  this  time  most  mixed  configuration  flights 
were  in  pure  jet  equipment  though  Western  had 
i^2  mixed  flights  per  week  in  Electras.  First 
class  flights  were  in  DC-6B  piston  planes. 
About  half  of  the  coach  flights  of  the  three 
trunk  airlines  were  in  piston  equipment,  half 
in  Electras. 


January 

through 

April 

1962 


In  January  United  had  52  mixed  flights  in  DC-8's 
and  B-720's  to  raise  their  total  to  220  weekly. 
Other  carriers  stepped  up  schedules  a  little. 
Fares  of  the  trunk  carriers  were  raised  in 
Februai-y.   First-class  fares  for  jet  flights 
rose  from  $30.31  including  tax  to  $31.30; 
jet  coach  fares  from  $25.25  to  $26.0?.  Non- 
jet  coach  fares  increased  to  $16.65  from  $18.10; 
non-jet  first  class  from  $28.11  to  $28.99.  Thus 
for  non-jet  coach,  the  service  most  competitive 
in  price  with  PSA's  fare,  the  fare  gap  was  widened 
to  $i^.47  from  $3.92  per  tickt.  For  coach  flights 
in  mixed  configuration  jet  equipment,  the  fare 
was  now  $11.22  higher  than  for  PSA's  coach  Electra 
Flights.   In  March  and  April  fares  and  service 
remained  stable. 
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January 

through 

April 

1962 

(Cont'd) 


May 

through 

September 

1962 


October 

through 

December 

1962 


In  April  the  count  of  weekly  flights  was: 

The  three  trunks: 

First  class 12 

Coach 112 

Mixed 362. 

Pacific  Southwest  153 

United  reduced  its  mixed  configuration  jet  flights 
to  166  weekly  in  May,  a  reduction  of  42,  but  added 
58  coach  flights  in  DC-?  equipment.  Also  in  May 
TWA  made  its  first  flight  change  in  I962  by  adding 
56  mixed  flights  in  jet  equipment  for  a  total  of 
lUO  a  week. 

Late  in  June  Western  made  the  first  important  move 
to  compete  with  PSA's  low  fare  by  introducing 
"Thriftair"  service  in  DG-6B  aircraft.  The  fare 
was  $1U.25  including  tax,  sixty  cents  below  PSA's 
fare  for  Electra  service.  Scheduled  flying  time 
was  1  hour,  35  minutes,  compared  to  PSA's  60 
minutes.  In  July  Western  offered  92  Thriftair 
flights.  This  figure  was  reduced  to  88  flights, 
a  week  in  September.  United  now  cut  back  coach 
schedules  and  mixed  flights  and  IWA  reduced 
mixed  configuration  jets  also.  PSA  was  steadily 
adding  flights.  In  September  the  weekly  count  was: 

The  three  trunks: 

First  class 12 

Coach 98 

Mixed 3*^ 

Western's  "Thriftair"  .  .  88 

Pacific  Southwest  2l6 

In  October  United  canceled  the  last  of  its  first 
class  service  and  by  December  had  reduced  coach 
service  to  1^^  flights  weekly,  but  the  single  daily 
flight  each  way  was  in  pure  jet,  coach  configuration 
equipment,  starting  in  November.  Other  schedules 
were  steady  through  the  end  of  the  year.  In  December 
the  count  of  weekly  flights  was: 


The  three  trunks: 

First  class 0 

Coach 56 

Mixed 3^6 

Western's  "Thriftair"  .  .  88 

Pacific  Southwest  21? 
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'Jjtober 
Lti  rough 
D-':  ember 

L'  'U.: 
(Cont'd) 

ur:roagh 

'■'.■j.C':\i 

1963 


The  transportation  excise  tax  was  redaced  in 
raid-november  19.62  from  10^  to  3i-     T^i-  re- 
duced all  fares  to  the  consumer  by  about  kj%. 


Janiiary  and  February  saw  little  c-hacga.      In 
March  Western  reduced  the  DC-6E  Thriftair 
i'are   1.0   512.00   including  tax.     Thit;   /.'Jii-e  was 
trier;  $2.18  below  PSA's  Ili+.W;   $3. SO  below 
r.oijct  coach;    $12.89  below  jet  coao...     At  the 
sa.ie  time  Western  stepped  up  its  "Thriftair" 
flights  to  112  weekly,    24  more  thu:i  in  Decenoer 
1962. 

from  April  through  June  Western   '"art-  -^r  increased 
Th"iftair  flights  and  TM  added  nAyi^c  -cnfigur- 
ation  jet  flights.      United  and  PSA  xcerc-  little 
changed.     The  count  of  weekly  flip^r.ti   -n   tne 
1.0S  Angeles-San  Francisco  routes  Im  Jcir.e  .ras: 

y  The  three  trunks : 

First  class 16 

Coach 62 

Mixed 320 

Western's  "Thriftair"   .    .  126 

Pacific  Southwest   .....  21? 


0  .'.iy 
-iro'-igh 
L.t=:.'xer 
1963 


^r,  July  Viestern  added  still  n-.ore  Thri- tair  flights, 
bringing  the  total  to  1^^   per  week.  Pacific  South- 
i;-jst  raised  its  schedules  a  great  ^hi.'.   in  August, 
ir,creasing  flights  from  217  to  26C  j.er  vreek.  Also 
in  Aagast,  Western  sharpened  tts,    jj-.::;;<r"ition  with 
rSA  by  dropping  its  regular  Electr;-  co^;h  fare 'to 
■/IJ+.IS,  tne  first  time  PSA's  fare  ;:aa  been  matched 
for  service  in  comparable  equipn.oiv^.  Western's 
.advertised  flying  time  was  69  r.inu-,c;s;  PSA  adver- 
tised 55  minutes  to  Burbank,  60  minutes  to  Los 
^n^eles-International . 


In  September,  United  introduced  its  "Standard 
Class"  service  in  B-720's  flying  the  route  in 
62  minutes  at  a  fare  of  $27.30  including  tax. 
This  fare  compared  to  $29.88  for  first  class 
let  service  and  $24.89  for  jet  coach. 


294 


1*7 


July 
through 
September 

1963 
(Cont'd) 


Dual  configuration  jet  flights  were  cut  by 
United  and  Western  in  September,  and  the 
count  of  weekly  flights  was  then: 

The  three  trunks: 

First  class 0 

United 's  "Standard"  ...  Ik 

Coach 70 

Mixed .  3O8 

Western's  "Thriftair"  .  .  15^+ 

Pacific  Southwest  280 


October 

through 

December 

1963 


In  the  last  quarter  of  the  year  Western  raised 
its  Thriftair  schedules  to  210  flights  a  week, 
departing  every  hour  on  the  hour  from  7:00  AM 
to  9:00  PM,  northbound,  8:00  AM  to  10:00  PM 
southbound.  United  increased  its  "standard 
class"  service  to  42  flights  a  week,  but  cut 
dual  configuration  jet  service  from  148  to 
82  flights.  Western  also  reduced  dual  con- 
figuration service.  PSA's  schedules  were  cut 
back  from  280  flights  to  257.  At  the  end  of 
the  year  the  count  of  flights  per  week  was: 

The  three  trunks: 

First  class 0 

United' s  "Standard"  ...  kZ 

Coach 98 

Mixed 310 

Western's  "Thriftair"  .  .  210 

Pacific  Southwest  257 


January 

through 

June 

1964 


Fares  were  unchanged.  United  added  more  "Standard 
Class"  flights  in  B-720's  with  a  flying  time  of 
60  minutes.   In  June  there  were  120  "Standard" 
flights,  scheduled  mainly  during  the  early  morning 
and  late  evening  hours.   During  this  period  United 
dropped  all  coach  flights  and  reduced  mixed  flights 
from  104  iTi  December  I963  to  56  in  June  1964. 


In  May,  Pacific  Southwest  added  41  flights  per  week 
to  bring  its  total  to  298.  This  time  most  of  the 
added  flights  were  on  business  days,  Monday  through 
Thursday. 


Ud 
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January 
through 

June 

1964 
(Cont'd) 


July 
through 
September 
1964 


October 

through 

December 

1964 


Western  maintained  its  Thriftair  schedules 
at  the  high  level  of  210  flights  weekly,  but 
in  June  reduced  both  coach  and  mixed  confitjor-*  ■ 
ation  schedules  a  little.  TWA  added  42  mixed 
flights  in  June.  At  that  time  the  total  weekly 
flight  count  was: 

The  three  trunks: 

First  class 0 

United' s  "Standard"  ...  120 

Coach 42 

Mixed 242    •  ; 

Western's  "Thriftair"  .  .  210  ■-  —  *  ' 

Pacific  Southwest  298 

Fares  remained  unchanged.  Western's  achedulos 
were  unchanged.  In  July,  PSA  added  Gl  n.ot'e  • 
Electra  flights  to  reach  a  high  total  af  36Q. 
per  week.  Again,  most  of  the  new  fliglf^U'-^vtii s-^* 
on  business  days,  Monday  through  Thursday.- 
United  reduced  its  "Standard  Class"  flights' 
from  12c  in  June  to  84  in  September,  a  loss 
only  partly  made  up  by  adding  24  mixed  con- 
figuration flights  in  jet  equipment.  TWA's 
schedules  were  little  changed.  The  count  of--:.-' 
weekly  flights  in  September  was: 


The  three  trunks: 
First  class  .... 
United' s  "Standard" 

Coach  

Mixed  

Western's  "Thriftair' 

Pacific  Southwest  .  . 


258 
210 

360 


United  introduced  "Jet  Commuter"  service  in  new^ 
three- jet  B-727's  on  September  2?,  at.  a  fare  of 
$15.23,  a  dollar  higher  than  PSA's  *>''e  ■Ici.v' 
Electra  service,  and  about  $3  over  Wf'^tern's 
Thriftair  in  DC-6B's  (quoted  fares  incluJe'taxX.' 
Flying  time  for  727' s  was  55  minuten,-  cun^.-iad 
to  60  minutes  for  PSA's  Electras  and  95  minutes 
for  Western's  DC-6B's.   Initially,  U.  i-.cc'.  .^nhed-. 
uled  138  jet  commuter  flights  a  wee'..  >  il  ly 
December  had  raised  schedules  to  1"'/  Pr,\  xwA 
Western  held  to  their  high  scheduV'*  ohi»,V"' 
December.  '     '.' . :.  . 
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U9 


October 
through 
December 

196^ 
(Cont'd) 


January 
1965 


TWA  added  mixed  configuration  jet  flights.   In 
December  the  count  of  flights  per  v.'eel;  was: 

The  three  trunks: 

First  class 0 

United' s  "Standard"  ...  42 

Coach l^i- 

Mixed :5^  • 

Western's  "Thriftair"  .  .  210 

United  Jet  Commuter  .  .  .  196 

Pacific  Southwest  36O 

In  January  I965,  United  added  k6   jet  commuter 
flights  to  bring  its  total  to  242  v'eekly,  and 
discontinued  "Standard  Class"  service  by 
switching  the  remaining  42  flights  to  mixed 
configuration,  raising  mixed  flights  to  98 
weekly,  PSA  maintained  its  36O  flights  per 
weekly  schedule.  Western  trimmed  Thriftair 
a  little,  from  210  to  194  flights.  The'  count: 

The  three  trunks: 

First  class 0 

Coach 14 

Mixed 308 

Western's  "Thriftair"  .  .  194 

United  Jet  Commuter  .  .  .  242 

Pacific  Southwest  36O 

All  carriers  &   classes     1,118 


February 
1965 


In  February,  WA  introduced  "jet  commuter" 
flights  at  $15.23  including  tax,  on  B-707's 
and  B-72?'s  in  dual  configuration,  but  did 
not  increase  the  number  of  flights  offered. 
PSA  resumed  service  to  Oakland,  for  the  first 
time  since  May  1951 »  but  actuallv  trimmed 
total  schedules  from  36O  to  33S  flights  per 
week.  Western's  schedules  were  steady  with 
194  Thriftair  flights  per  week. 


March 
1965 


United  added,  in  March,  2  jet  commuter  flights 
per  week.  Western  sharply  reducri  Thriftair 
flights  from  194  to  110.  PSA  held  to  its  Feb- 
ruarv'  schedule  of  33>'^  flights  vreeriy  and  TWA 
was  little  changed.  United' s  ctrcr.c,   bid  with 
"jet  commuter"  service  had  by  trir-  time  brought 
it  again  to  the  top  of  the  marKe".  -:-rrving  38^ 
of  the  total  passengers.  PSA  wis  second,  with 
33^.  Western  third  with  19^  and  i^.-'A  fourth  with 
11^.  United  last  led  the  market  in  I96I. 
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March  The  count  of  weekly  flights  In  March  was: 

1965 
(Cont'd)  The  three  trunks: 

First  class 0 

Coach lif 

Mixed 291* 

Western's  "Thriftair"  .  .   110 
United 's  "Jet  Commuter"  .   2^^ 

Pacific  Southwest  338 

All  carriers  &  classes     1,000 

April  In  April,  United  reduced  jet  commuter  fares  to 

1965  $1'+.18  including  tax,  matching  PSA's  Electra 

fare.  TWA  met  this  reduction  on  its  "jet 
commuter"  flights.  Western  discontinued 
"Thriftair"  Service,  and  inroduced  "Fan/Jet" 
commuter  service  on  B-720B's  with  li+O  flights 
weekly  at  the  same  ll^+.lB  fare  as  United,  TWA, 
and  PSA,  PSA's  profits  for  the  first  quarter 
of  1965  fell  to  $4,657,000  and  $4,835,000  for 
the  same  period  of  1964.  Load  factors  also 
fell  by  a  factor  of  less  than  lO^S,   In  late 
April  PSA  introduced  its  first  B-727  in  sched- 
uled service,  also  at  the  same  $14.18  fare. 
With  the  B-727,  PSA  had  a  time  advantage,  flying 
the  route  in  45  minutes  compared  to  55  minutes 
for  the  trunk  carriers.  PSA  has  always  shown 
shorter  flying  times  in  comparable  equipment 
than  the  trunk  carriers.  This  is  attributable 
to  quicker  control  tower  confirmation  of  its 
flights  between  the  two  terminals,  to  its  use 
of  "intersection"  or  short-field  takeoffs,  and 
to  operation  under  visual  flight  rules  whenever 
weather  and  traffic  permit.  The  flight  count 
in  April: 

The  three  trunks: 

First  class 0 

Coach 28 

Mixed 280 

United' s  "Jet  Commuter"  .  244 

Western's  "Jet  Commuter".  102 

Pacific  Southwest  346 

All  carriers  &  classes     1,000 
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i-iay  There  were  two  major  fare  changes  in  May. 

and  Regular  jet  coach  fares  were  reduced  $8.61, 

June  from  $2;+. 89  to  $l6.28.  PSA  reduced  Electra 

;i_965  fares  to  $12.00  (including  tax)  from' $14.18, 

PSA's  Electra  flights  thus  again  have  a  fare 
advantage,  being  $2.18  cheaper  than  "jet 
commuter"  fares.  A  second  B-727  was  delivered 
in  May  to  PSA.  By  June,  both  Western  and  United 
had  increased  commuter  flights.   United  now  has 
254  "jet  commuter"  flights,  10  more  than  their 
previous  high  in  April,  with  reported  load 
factors  on  these  flights  of  80^  in  April  and 
79^  in  May.  Western  has  13O  fan/ jet  commuter 
flights,  an  increase  of  28  over  April.  TWA 
maintained  its  schedule  of  l^lO  mixed  configur- 
ation flights  weekly.  In  June  PSA's  schedules 
were  at  a  record  high  of  U02  flights  per  week, 
291  on  Electras  and  111  on  the  new  E-7£7's. 
PSA  offered  60  B-727  flights  Monday  through 
Thursday  and  51  on  Friday,  Saturday,  and 
Sunday,  thus  scheduling  nearly  a  hundred  more 
flights  weekly  than  any  other  carrier.  Late 
in  June,  PSA  put  its  third  B-727  into  scheduled 
operation,  expecting  delivery  of  three  more  by 
August.  The  count  of  flights  by  carrier  and 
class  of  servie  in  June  was: 

The  three  trunks: 

First  class 0 

Coach l'^ 

Mixed 254 

United 's  "Jet  Commuter"  .  .  25U 
Western's  "Fan/ Jet  Commuter"  I3O 

PSA  "Electras" 291 

PSA  "Jet  Commuter" HI 

All  carriers  &   classes       1,05^ 


51 
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May 

and 

June 

1965 

(Cont'd) 


United 

"Jet  Commuter" 

Western 

"Fan/Jet  Commuter 

TWA 

"Jet  Commuter" 
(Dual  Config- 
uration) 


PSA 


'Jet  Commuter 
Electra 


July 
1965 


A  summary  of  flights,    fares,   equipment  and 
elapsed-time  for  competitive-fare  coach 
liignts  m  June  follows: 


Weekly  Fare  ^\\P„'/'^ 

Slight^     lincludinp  Url     Equipment     (Minutes) 


254 
130 
1^10 


111 
291 


$14.18 
$14.18 
$14.18 


$14.18 
$12.00 


B-727 
3-720B 
3-70? 


B-727 
Electra 


Net  income  for  PSA  for  the  first  six  months  of 
1965  fell  to  $1,039,000  from  $1,466,000  for 
the  same  period  in  1964.  However,  J.  Floyd 
Andrews,  President,  said  the  airline  is  off 
1°/"  ^'^t^tanding  second-half  start,  carrying 
172,732  passengers  over  their  system  in  July! 
This  IS  an  increase  of  235?  over  July  of  last 
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Question  13. 


13.   Is  the  weather  better  on  routes  served  by  PSA  and  SWA  than  on 
all  other  routes  of  similar  density  in  the  U.S.?   Please  submit  any  data  you 
have  showing  how  much  better  the  weather  is.   How  many  flights  are  can- 
celed by  airlines  flying  comparable  routes  elsewhere  in  the  U.S.  because  of 
bad  weather?   How  many  flights  are  canceled  per  year  by  PSA,  and  by  SWA? 
Please  list  other  routes  of  approximately  similar  mileage  in  the  U.S. 
that  enjoy  roughly  equivalent  weather. 


Response  of  CAB  to  Question  13. 

The  Board  does  not  have  data  responsive  to  any  of  the  matters 
raised  in  this  question.   The  information  the  Committee  seeks  may, 
however,  be  available  from  the  various  airlines  and  perhaps  from  the 
FAA. 
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Question  14.   Is  traffic  density  greater  on  routes  served  by  PSA  and  SWA  than 
OB  other  routes  of  comparable  distance  throughout  the  U.S.?   Please  list  those 
routes  of  comparable  distance  where  traffic  is  less  dense,  as  dense,  or  more 
dense. 

Question  14 

Is  traffic  density  greater  on  routes  served  by  PSA  and  SWA  than  on 
other  routes  of  comparable  distance  throughout  the  U.S.?  Please  list 
those  routes  of  comparable  distance  where  traffic  is  less  dense,  as  dense, 
more  dense. 


A  complete  answer  to  this  question  in  the  form  it  apparently  contem- 
plates could  not  be  prepared  for  three  reasons:   (1)  the -Board  does  not 
have  access  to  complete  traffic  density  data  in  the  two  intra-Texas 
markets  since  SWA  does  not  file  reports  with  the  Board  and  because,  to 
the  Board's  knowledge,  information  on  SWA's  traffic  is  not  otherwise 
public;  (2)  hundreds,  or  perhaps  thousands,  of  markets  generally  "com- 
parable" in  distance  to  those  served  by  PSA  and  SWA  are  "less  dense" 
than  are  the  PSA  and  SWA  markets  —  and  we  understand  that  the  Com- 
mittee would  not  be  interested  in  a  listing  of  that  nature;  (3)  the  term 
"comparable  distance"  is  not  susceptable  to  any  precise  definition. 

Accordingly,  we  have  listed  below  information  concerning  (1)  routes 
served  by  PSA  and  SWA,  together  with  available  information  on  passengers 
in  the  market,  and  (2)  a  listing  of  top  interstate  city-pairs  in  terms 
of  passengers,  limited  to  those  markets  in  which  the  length  of  haul  is 
relatively  short  (under  500  miles).   Non-stop  flying  distances  are 
provided  in  respect  to  all  markets  named. 


Intra-state  markets 

Passengers 
in  the  market 

Non-stop 
Distance  (miles) 

Los  Angeles-San  Francisco 

5,764,000  1/ 

338 

Los  Angeles-San  Diego 

1,207,000  1/ 

109 

Los  Angeles-Sacremento 

883,000  1/ 

373 

Dallas-Houston 

349,770  2/ 

217 

Dallas-San  Antonio 

170,790  2/ 

248 

II   Based  on  California  I'-U.C  figures. 

2/   Does  not  include  traffic  carried  by  SWAr 
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Top  city  pair  markets,  in  terms  of 
passengers,  less  than  500  non-stop 
air  miles  apart. 

Boston-New  York 

New  York-Washington,  D.C. 

Las  Vegas-Los  Angeles 

New  York/Newark-Pittsburgh 

Chicago-Detroit 

Cleveland-New  York 

Boston-Washington,  D.  C. 

Honolulu-Lihue,  Hawaii 

Buf falo/Niagra  Falls-New  York 

Chicago-Minneapolis 

Hilo-Honolulu 

Chicago-St.  Louis 

New  York/Newark-Rochester 

Boston-Philadelphia 

Honolulu-Kahului 

Chicago-Cleveland 

Los  Angeles-Phoenix 

Dallas  &  Ft.  Worth-Houston 

New  York/Newark-Syracuse 

Philadelphia/Camden-Pittsburgh 

Chicago-Kansas  City 

Chicago-Pittsburgh 

Houston-New  Orleans 

Portland-Seattle 

Los  Angeles-San  Diego 

Columbus-New  York 

Miami-Tampa 

Detroit  &  Ann  Arbor-Washington,  D.C. 

Seattle-Spokane 

Chicago-Cincinnati 


No.  of  Passengers  _/    Non-stop  Distance 


1,855,800 

185 

1,724.090 

229 

649,960 

236 

617,480 

340 

616,140 

235 

602,770 

425 

596,550   . 

413 

583,460 

102 

580,010 

301 

564,680 

334 

516,950 

216 

461,120 

258 

431,930 

264 

411,580 

280 

400,250 

100 

373,790 

307 

363,320 

370 

349,770 

217 

326,980 

209 

319,500 

268 

290,020 

403 

289,070 

412 

246,910 

304 

244,860 

135 

240,340 

109 

234,460 

483 

233,870 

204 

225,090 

405 

218,960 

223 

209,490 

265 

_/  Year  ended  June  30,  1974. 
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Question  15.   Why  are  fares  in  comparable  interstate  markets  higher 
than  in  California  and  Texas  intrastate  markets? 

In  determining  the  reasonableness  of  the  overall  fare  level  at 
any  given  point  of  time,  the  Board  is  faced  with  the  fact  that  it  is 
dealing  with  a  large  number  of  carriers  who  operate  "in  a  highly  com- 
petitive interlacing  route  system,  and  that  fares  cannot  be  tailored  to 
meet  each  carrier's  own  revenue  requirements.   Accordingly,  the 
Board  has  concluded  that  fares  which  meet  the  needs  of  the  domestic 
trunkline  industry  as  a  whole  reflect  a  balancing  of  the  needs  of  the 
high  and  low  cost  carriers  and  the  obligation  to  provide  service  to 
smaller  communities  over  thin  traffic  routes.   Therefore,  the  Board 
rate-making  scheme  as  it  relates  to  fare  level  and  fare  structure  is 
based  on  the  results  of  the  industry  as  a  group.   This  standard  was 
in  effect  long  before  the  Board  undertook  its  Domestic  Passenger  Fare 
Investigation  in  1970,  and  the  standard  was  not  challenged  in  that 
proceeding. 

On  the  other  hand,  PSA  and  SWA  services  are  performed  in  a  few 
high  density  intra-state  markets,  and  their  fares  are  predicated  upon 
the  cost  of  serving  these  markets.  The  limited  markets  served  by 
PSA  and  SWA  have  near  optimum  operational  characteristics  which 
enable  those  carriers  to  offer  attractive  fares.   In  addition  to  the 
aforementioned  high  density  nature  of  the  markets,  which  contribute 
to  the  achievement  of  good  passenger  load  factors,  these  markets  do  not 
suffer  from  major  traffic  imbalance  (i.e.,  heavy  flow  in  one  direction 
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but  not  in  the  other)  which,  when  present,  tends  to  depress  load  factor. 
Other  beneficial  factors  include  very  minimal  aircraft  ferrying  or 
positioning  problems,  and  excellent  equipment_utilj^ation.   Another  very 
significant  aspect  is  that,  unlike  the  domestic  trunk  carriers.  PSA  and 
SWA  have  no  need  for  greatly  varying  aircraft  sizes  to  cope  with  differing 
route  characteristics  within  their  respective  route  systems.  This  con- 
sideration, which  lends  itself  to  fleet  standardization,  has  significant 
cost  benefits,  particularly  in  crew  training  and  staffing,  equipment 
maintenance,  and  inventories. 


305 


#15.  Has  the  Board  pursued  policies  or  taken  any  action  since  1960 
designed  to  affect  access  to  traffic,  entry,  or  operations  by 
intrastate  carriers  in  intrastate  markets? 


By  law  the  Board  is  not  authorized  to  regulate  intrastate  carriers. 
However,  the  Board  has  had  an  impact  on  intrastate  operations  to  the 
extent  that  (a)  it  has  authorized  competitive  interstate  operations  which 
parallel  intrastate  operations,  and  (b)  it  has  granted  exemptions  from 
interstate  requirements  which  have  permitted  intrastate  carriers  to  conduct 
operations  falling  within  the  definition  of  interstate  air  transportation 
under  the  Act.   In  the  three  states  where  large  aircraft  intrastate  opera- 
tions are  conducted,  California,  Texas,  and  Florida,  the  Board  has,  since 
1960,  authorized  new  interstate  services  and,  in  the  case  of  California 
and  Texas,  interstate  carriers  offer    intrastate  fares.   These  actions 
obviously  impact  on  the  competitive  p()sture  of  intrastate  carriers. 

On  the  other  hand,  the  Board  has  on  occasion  granted  exemptions  to 
permit  interstate  air  transportation  by  intrastate  carriers  incidental  to 
operations  by  such  carriers  between  points  in  the  same  state,  especially 
in  cases  in  which  safety  considerations  make  it  desirable  for  flight 
operations  to  be  conducted  beyond  a  state's  air  space  boundary.   See  e^.^. , 
Air  California,  Order  71-7-158,  July  27,  1971;  Consolidated  Aviation, 
Order  70-1-75,  July  15,  1970;  and  Mark  Aero,  Inc.,  Order  74-10-59, 
October  10,  1974. 

In  addition  to  the  foregoing,  the  Board  exempts  interstate  car- 
riers operating  as  air  taxi/commuter  carriers  with  relatively  small 


306 


(#15  continued) 


aircraft   from  federal  route  and  rate  requirements  subject  to  a  weight/ 
seat  limitation.   For  this  reason,  carriers  that  utilize  small  aircraft 
whose  operations  would  otherwise  be  solely  intrastate  in  character, 
generally  operate  as  interstate  carriers  {i.e. ,  «re  legally  able  to  carry 
interlined  interstate  traffic)  under  the  general  exemption.   As  a 
practical  matter,  state  regulatory  agencies  exercising  jurisdiction  over 
small  aircraft  operators  are,  therefore,  the  only  governmental  agencies 
regulating  entry,  route  authority,  and  rates  for  this  sector  of  the 
industry. 
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Question  16. 


Please  enclose  a  statement  of  each  of  the  trunk  airlines  (as  well  as  the 
average  trunk  airline's)  costs,  revenues,  gross  profits,  interest  on  debt, 
actual  taxes  paid,  net  return  on  equity,  and  load  factors  for  domestic 
routes,  and  for  international  routes,  for  each  year  for  the  past  10  years. 

Include  that  same  information  for  the  9  months  ending  Sept.  30,  1974. 
Include  that  same  information  for  the  following  routes,  broken  down  by 
individual  routes  insofar  as  possible:  1.)  all  routes  on  which  capacity 
restricting  agreements  have  been  made  with  other  airlines;  2.)  those  same 
routes  prior  to  the  time  capacity  restricting  agreements  took  effect;  3.) 
San  Francisco-Los  Angeles;  4.)  Boston-New  York;  5.)  Boston-Washington; 
6.)  Washington-New  York;  7.)  routes  between  the  east  coast  and  Chicago; 
8.)  transcontinental  routes;  9.)  North  Atlantic  routes. 

Provide  informatiop  as  to  the  traffic  density  of  each  of  those  routes,  or 
sets  of  routes.  How  would  these  figures  change  if  the  load  factors  on 
each  route  averaged  55  percent?   60  percent?   65  percent?   70  percent? 
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QUESTION  16--Thls  question  answered  to' the  extent  that  data  ^^e  available  or  could 
be  assembled. 

Statements  of  each  trunk  airline  and  local  service  carrier  operation  by 
operating  division,  domestic  and  international  summations  and  aggregate  data  for 
the  total  domestic  and  international  trunk  groups  are  provided  as  follows: 

Income  statement  data  which  include  costs,  revenues,  gross  and  net 
profits,  interest  and  taxes: 

1964-1972  Part  IV  "Handbook  of  Airline  Statistics" 
1973       Part  I  "Air  Carrier  Financial  Statistics" 

12-Months  Ended  September  1974 

September  1974  "Interim  Financial  Report" 

Rate  of  Return  on  Stockholder  Equity  which  was  compiled  specifically 
for  this  request  for: 

1964-1973  and  12-Months  Ended  September  30,  1974 

Overall  and  Passenger  Load  fac'td?  Scheduled  Service  "which  "was  compiled 
specifically  for  this  request: 

1964-1973  and  12-Months  Ended  September  30,  1974 

Group  totals  revenues,  profit  and  loss  levels,  expenses  and  average 
revenue  and  expense  per  statistical  unit: 

Earliest  Date--1972  Part  II  Tables  as  indicated 

"Handbook  of  Airline  Statistics" 

Calendar  19  73  and  12-Months  September  30,  19  74 

See  attachment  prepared  specifically  for  this  request. 

A  computer  printout  is  provided  which  shows  traffic,  capacity,  and  load 
factor  data  for  the  nonstop  flights  in  scheduled  service  for  the  top-ranked 
domestic  and  international  markets  for  the  12-months  ended  June  30,  1974.   The 
top-ranked  100  domestic  markets  in  the  printout  were  selected'on  the  basis  of  the 
market  rankings  by  passenger  as  shown  in  Table  6,  in  the  Board's  "Domestic  Origin- 
Destination  Survey  of  Airline  Passenger  Traffic".   Twenty-five  top-ranked  inter- 
national markets  based  upon  Immigration  and  Naturalization  Service  statistics 
which  appears  in  the  material  furnished  in  response  to  Question  8.   The  computer 
printout,  cited  above,  contains  24  of  these  markets.   One  market,  Los  Angeles- 
Sydney,  Australia,  does  not  appear,  since  nonstop  service  is  not  available  in 
that  market. 

^-Xhese  data  fo»  the  top-ranked  markets  are  also  referred  to  in  response  to 

other  questions  in  the  questionnaire. 

No  financial  data  are  available  on  an  individual  route  basis,  except 
as  Indicated  below. 
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Statement  on  Question  #16  (Continued) 

With  regard  to  routes  on  which  capacity-restriction  agreements  have 
been  implemented  at  various  times,  five  domestic  routes  have  been  subject  to 
economic,  as  well  as  fuel-related  capacity  agreements.   These  five  routes 
were  the  subiect  of  a  formal  Board  investigation,  the  Capacity  Reduction 
Agreements  Casg.ppcket  22908,  in  which  briefs  to  the  Board  are  due 
February  7,  1975.  Financial  data  available  in  the  direct  exhibits  of  the 
Bureau  of  Operating  Rights  with  respect  to  these  five  routes  are  described 
below.  If   Financial  data  are  not  available  for  the  remaining  capacity  agreement 
routes. 


Operating  profit  and  loss  results,  as  estimated  by  the  carriers 
quarterly  from  the  first  quarter  of  1971  through  the  second  quarter  of 
1973,  for  the  Chicago-San  Francisco,  Los  Angeles-New  York,  Los  Angeles- 
Washington,  and  New  York-San  Francisco  nonstop  markets,  combined,  are 
shown  as  follows: 


Exhibit  BOR-105 

For  American  Pages  1  and  5 

For  TWA  Pages  2  and  6 

For  United  Pages  3  and  7 

For  the  three  carriers,  combined             Pages  4  and  8 


In  addition,  the  breakeven  passenger  load  factor  (after  provision 
for  a  full  return  on  investment  and  tax  allowance)  as  computed  by  the 
Bureau  of  Operating  Rights,  is  .shown,  for  each  of  the  above  markets 
separately,  at  Exhibit  BOR-R-6,  page  2. 

Operating  profit  and  loss  results,  as  estimated  by  the-  carriers 
quarterly  from  the  third  quarter  of  19  71  through  the  second  quarter  of 
1973,  for  the  New  York-San  Juan  nonstop  market  are  shown  as  follows: 


Exhibit  BOR-115 

For  American  Pages  1  and  5 

For  Eastern  Pages  2  and  6 

For  Pan  American  Pages  3  and  7 

For  the  thr'ee  carriers,  combined  Pages  4  and  8 


With  regard  to  transatlantic  routes,  a  limited  description  of  the 


V  The  case  is  pending  and  the  Board  does  not  intend  to  hereby 
indicate  that  it  has  come  to  any  conclusion  regarding  the  validity  of 
the  Bureau  of  Operating  Rights'  submissions. 
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Statement  on  Question  #16  (Continued) 
Page  3 

financial  results  for  certain  routes  shown  in  the  Bureau  of  Operating  ^ 
Rights'  Exhibit  BOR-332,  Transatlantic  Route  Proceeding,  Docket  25908.  _/ 

In  respect  to  th*e  question  regarding  changes  that  would  result 
"if  the  load  factors  on  each  route  averaged  55%  60%  65%.  70%,"  no 
specific  determination  is  possible.   See  generally  our  response  to 
Question  22. 


2/  See 
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Question  17. 


17.  Please  provide  a  statement  of  actual  and  predicted  industry  cash  flow 
over  the  past  5  years  and  the  next  5  years.  What  load  factors  are  used  in 
arriving  at  the  statement?  How  would  the  figures  change  assuming  load  fac- 
tors of  55  percent?    60  percent?   65  percent?   70  percent? 


Response  of  CAB  to  question  17. 

Cash  flows,  as  such,  are  not  reported  to  or  developed  by 
the  Board  on  a  regular  recurrent  basis.   Statements  of  source 
and  application  of  funds  (working  capital)  have  been  received 
from  the  carriers  on  a  regular  basis  starting  in  1972.   A 
summary  of  these  statements  up  to  the  present  are  covered  in  the 
attached  for  information  memo.   The  changes  in  working  capital 
reported  in  the  carrier  statements  reflect  the  actual  load  factors 
for  the  periods  covered.   No  data  was  developed  as  to  what  the 
changes  in  working  capital  would  have  been  under  various  load 
factor  assumptions.   Any  such  projections  would  vary  quite  widely 
depending  on  the  assumptions  made  to  arrive  at  the  assumed  load 
factors . 
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FOR  INFORM'^TION 


CIVIL  AERON.\UTICS   BOARD 


October  7,    1974 


T^IEMORANDUM 

TO  :      The  Board 

THROUGH:   Director,  Bureau  of  Accounts  and  Statistics 

FROM   :   Chief,  Economic  Evaluation  Division 

SUBJECT:   Changes  in  Financial  Position  for  the  Quarter 
and  12  Months  Ended  June  30,  1974 


As  of  June  30,  1974,  the  U.  S.  certificated  route  and  supplemental  air 
carriers  reported  working  capital  of  $279.0  million,  an  increase  of  $106,1 
million  over  the  V7orking  capital  of  $172.9  at  the  beginning  of  the  second 
quarter.   This  reflects  a  financially  strong  1974  second  quarter  compared  to 
the  second  quarter  of  1973  when  working  capital  decreased  by  $3.1  million. 

During  the  second  quarter  1974,  depreciation  of  $268.5  million  constituted 
over  50  percent  of  fund  sources  from  operations  and  continued  to  be  the  leading 
single  contributor  at  over  20  percent  of  total  sources.   Long-term  borrowing 
of  $204.6  million  remained  the  second  greatest  source  of  funds  as  it  coir.prised 
?1.5  percent  of  funds  provided  from  areas  other  than  operations  and  17.6  per- 
cent of  total  sources.   Funds  used  in  the  acquisition  of  property  and  cquipn:ent 
and  repayment  of  long-term  debt,  amounted  to  $618.0  million  and  $227.6  million, 
rc3pectively,and  together  accounted  for  72.9  percent  of  industry  fund  applica- 
tions during  the  second  quarter  of  1974. 
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For  the  year  ended  June  30,  1974,  depreciation  of  $1,068.8  million  con- 
tinued to  provide  the  greatest  single  source  of  funds  at  28.2  percent  of  total 
Industry  sources.   Funds  from  long-term  debt  amounting  to  $926,7  million  pro- 
vided a  hefty  24.5  percent  of  total  sources,  but  continued  the  decreasing  trend 
exhibited  in  recent  12  month  ending  periods.   In  contrast,  retirement  of  prop- 
erty and  equipment  has  been  an  Increasing  source  of  funds,  growing  to  $480.3 
million  for  the  12  months  ended  June  30,  1974,  up  from  $342.6  million  a  year 
earlier.   It  now  constitutes  12.7  percent  of  fund  sources  compared  with  10.0 
percent  a  year  earlier.   With  the  Improved  earnings  for  the  first  half  of  1974, 
net  income  has  also  been  a  growing  source  of  funds.   For  the  12  months  ended 
June  30,  1974,  it  accounted  for  9.8  percent  of  total  fund  sources,  up  from 
6.9  percent  a  year  earlier. 


Source 

Total  Certificated  Route  and  Supplemental  Carriers  | 

Percent 

of  Total 

Sources  for 

the  12  :;o 

iths  Ended 

6/30/73 

9/30/73 

12/31/73 

3/31/74 

6/31/74 

Operations: 

Net  Income 

6.9 

7.4 

6.9 

7.5 

9.8 

Depreciation 

29.6 

28.4 

29.6 

29.5 

28.2 

Other  Nonfund  Items 
Total  from  Operations 

Retirement  of  Property 

1.6 

2.2 

3.0 

3.2 

3.7 

38.1 

38.0 

39.5 

40.2 

41.7 

and  Equipment 

10.0 

10.7 

11.2 

12.6 

12.7 

Investments  and  Special 

Funds 

13.3 

10.8 

11.9 

12.2 

12.6 

Long-term  Debt 

30.8 

33.9 

31,2 

27.5 

24.5 

Capital  Stock  Issued 

2.3 

.9 

.4 

.4 

.6 

Other  Sources 
Total  Sources 

5.5 

5.7 

5.8 

7.1 

7.9 

100.0 

100.0 

100.0 

100.0 

100.0 

319 


The  two  primary  uses  of  funds,  during  the  year  ended  June  30,  197A  were 
in  the  areas  of  property  and  equipment  acquisition  and  the  repayment  of  long- 
term  debt,  which  together  accounted  for  75.1  percent  of  total  usage. 

Table  1  is  a  summary  of  financial  position  for  the  quarter  ended  June  30, 
1974  by  various  carrier  groups.   Table  2  indicates  the  industry  'change  in 
financial  position  for  the  recent  12  month  periods.  Charts  1  through  4  portray 
the  balance  and  change  in  industry  working  capital  and  the  major  sources  and 
applications  of  funds  for  recent  12  month  periods. 


^..<C2. 


C.  H.  Tseronis 
Attachments (4) 


P,  Bowser,  B-47a 
Ext.  7673 
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Soppl.i..nc.l 

Supple,^nc.l. 

.onk. 

Other  2/ 

SOURCES: 

D.pt.el.tloo 

»«ir.«ent   of    Prop.rty  .nd    E,.,lp«ot 
CapUn'stSckM^uo"*" 

APPLICAIIOMS: 

131^60 

691304 
1,276 

35, SOS 
3',042 

6,675 

1.849 

a!  170 

148.730 
1S7.36A 

""e'.lm 

105,140 

9!8S4 

79!o94 
227,629 

991293 

49.416 

I'Z 

18.811 

Dividend.) 
Oth.r  AppUc.tlon, 

Tot"  Appllc.tlons  of  Fund, 

.  CERTIFICATED  I 


Months  End<d 
Sept.   30.    1973 

Month.  Ended 

SOUSCES: 
APPLICATIOMS: 

272.8 

■°ao:4 

''UOA 

i.o":t 

189!  1 

i,|i 

4  52!  7 

936.7 

480.3 
476.6 

1,946.5 

889.1 

term  Debt 

3.702.) 

).«13.:, 

. 

321 


Cbait  1 
WORKING  CAPITAL  |IN  I  MILIIONSU 
BALANCE  END  OF  QUARTER 
TOTAL  CERTIFICATED  ROUTE  AND  SUPPLEMENTAL  CARRIERS_ 
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6/73  9/73 

BALANCE   AS  AT  END  OF  QUARTER 

Chad  2 
CHANGE  IN  WORKING  CAPITAL  |IN  $  MILLIONSJ. 
FOR  12  MONTH  ENDED  PERIODS 
TOTAL  CERTIFICATED  ROUTE  AND  SUPPLEMENTAL  CARRIERS 
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Chart  3 

MAJOR  SOURCES  OF  FUNDS  (IN  $  MILLIONS) 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITIOM 

TOTAL  CERTIFICATED  ROUTE  AND  SUPPLEMENTAL  CARRIERS 

FOR  12  MONTH  ENDED  PERIODS 
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Chart  4 

MAJOR  APPLICATION  OF  FUNDS 

STATEMENT  OF  CHANGE  IN  FINANCIAL  POSITION 

TOTAL    CERTIFICATED  ROUTE  AND  SUPPLEMENTAL  CARRIERS 

FOR  12  MONTH  ENDED  PERIODS 
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FOOTNOTES 

1/   The  following  carriers  were  omitted  during  the  periods  indicated  due 
to  incomplete  or  incorrect  data  submitted: 

Air  Micronesia  -  December  quarter  1973 
March  quarter  1974 
June  quarter  1974 

Johnson  -  September  quarter  1972 
December  quarter  1972 
March  quarter  1973 
June  quarter  1973 
September  quarter  1973 
December  quarter  1973 

Kodiak  -  Western  Alaska  -  December  quarter  1973 
March  quarter  1974 
June  quarter  1974 

ONA  -  September  quarter  1973 

Southern  Air  Transport  -  December  quarter  1973 
March  quarter  1973 
(operating  authority  terminated 
as  of  December  30,  1973) 

Saturn  -  June  quarter  1973 

SFO  -  September  quarter  1973 

Western  Alaska  -  March  quarter  1973 

(merged  with  Kodiak  Airways  4/1/73) 

Wien  Air  Alaska  -  June  quarter  1973 

2/   Kodiak  Western  Alaska  and  Air  Micronesia  omitted  because  of  incomplete 
reporting. 

NOTE:   Totals  may  not  add  due  to  rounding. 

SOURCE:   CAB  Form  41,  Schedule  B-12 

■  Financial  and  Cost  Section 

Economic  Evaluation  Division 

Bureau  of  Accounts  and  Statistics 

Civil  Aeronautics  Board 

October  3,  1974 
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Question  18.  Is  one  of  the  CAB's  objectives  to  keep  any  major  trvmk  carrier 
from  going  bankrupt  or  into  reorganization?   If  so,  how  important  is  this 
goal?  When  it  conflicts  with  the  effort  to  obtain  lower  fares,  what  is 
the  Board's  priority?  For  the  period  1948  to  the  present,  describe  Board 
actions  designed  to  prevent  carrier  bankrupty. 

Response  of  Boald  to  question  18. 

It  would  not  be  appropriate  to  speak  of  a  CAB  objective  to  keep 

any  major  trunk  carrier  from  going  bankrupt  or  into  reorganization. 
Obviously,  nevertheless,  in  a  particular  proceeding  where  the  only, 
alternative  to  the  bankruptcy  of  a  major  trunk  carrier  was  Board 
approval  of  a  proposed  transaction,  the  impending  bankruptcy  of  such 
a  carrier  would  be  a  major  public  interest  factor  to  be  weighed  in 
the  Board's  consideration.   This  is  because  such  bankruptcy  would 
inevitably  entail  the  cessation  of  essential  public  air  transportatior 
services,  the  loss  of  jobs  of  hundreds  of  airline  employees,  and  a 
significant  adverse  impact  upon  the  credit  of  the  airline  industry 
as  a  whole.   The  weight  to  be  given  to  such  an  impending  bankruptcy 
would  necessarily  depend  upon  the  extent  of  the  detrimental  impact 
upon  the  public  that  would  result  from  such  bankruptcy. 

The  most  significant  case  in  which  the  Board  has  been  faced 
with  the  single  alternative  of  the  impending  bankruptcy  of  a 
"major  trunk  carrier"  was  the  United-Capital  Merger  Case,  33  CAB 
307,  308,  313-14  (1961).   The  Board  there  found  that  the  serious 
detrimental  impact  upon  the  public  and  the  air  carrier  industry 
that  would  arise  from  the  inevitable  bankruptcy  of  Capital  in  the 
event  of  disapproval  of  the  merger  left  the  Board  with  no  practicable 
alternative  other  than  approval,  and  outweighed  the  recognized 
detrimental  aspects  of  the  merger  proposal.   See  also,  Tool co- 
Northeast  Control  Case,  36  CAB  280,  282,  283,  291  (1962).   In 
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several  other  merger  and  acquisition  cases,  not  involving  a 
"major  trunk  carrier,"  the  Board  has  found  that  the  public  benefits 
derived  from  continuation  of  the  services  of  a  revitalized  carrier 
on  the  verge  of  bankruptcy  constituted  a  significant  public  interest 
factor  warranting  approval  of  the  acquisition.   See  e_.£^.  ,    Jet  Capital 
Corporation,  Acquisition  of  Texas  International  Airlines,  Order  72- 
8-A6;  American-Trans  Caribbean  Merger,  Order  70-12-161;  Acquisition 
of  Air  West,  Inc..  by  Hughes  Tool  Company,  Order  69-7-102/103; 
Standard  Airways  Acquisition,  43  CAB  532,  535  (1966);  Saturn-AAXICO 
Merger  Case,  43  CAB  150,  162,  165  (1965);  Tranocean-Atlas.  Inter- 
locking Relationships,  29  CAB  622,  625  (1959).   See  also,  ALCO- 
Alaska  Airlines  Acquisition,  Order  73-1-12;  SFO-TWA-American  Agree- 
ments, Order  70-7-5;  New  York  Airways  and  Pan  American  Control 
Relationship,  48  CAB  742,  749  (1968). 

On  the  other  hand,  where  the  Board  has  found  that  the  public 
detriments  arising  from  a  merger  or  acquisition  have  outweighed 
the  public  benefits  of  the  continuation  of  the  services  of  a 
bankrupt,  or  near  bankrupt,  carrier,  the  Board  has  not  hesitated  to 
disapprove  the  acquisition.   See,  Caribbean-Atlantic  Airlines,  Inc., 
Eastern  Air  Lines  Acquisition  Case,  Order  73-4-80  (Reversed  by  the 
President  under  section  801  of  the  Federal  Aviation  Act);  Reopened 
Aerovias  Sud  Americana  Case   49  CAB  655,  658  (1968). 

In  addition  to  the  foregoing,  the  Board  has  on  several  occasions 
found  that  the  impending  bankruptcy  of  a  carrier  warranted  interim 
approval^  in  the  form  of  the  rendering  of  financial  and/or  management 
assistance,  pending  ultimate  consideration  of  the  merits  of  a  permanent 
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acquisition  of  control  or  merger  in  subsequent  proceedings.   See, 
Golden  West  Airlines,  Inc..  and  Los  Angeles  Airways.  Inc.,  Exemption, 
Order  71-12-53;   Delta-Northcast-Storcr  Assistance  Agreement.  Order 
71_6_73;  Eastern  Acquisition  of  Caribbair.  Interim  Management  Agree- 
tncol,  Orders  70-ll-l'^2,  70-11-26;  American-Trans  Caribbean  Merger, 
Order  70-2-108;  Hughes  Air  West  Control  Case,  Orders  69-3-113,  69-3-11; 
New  York  Airways-Pan  American-TWA  Agreement.  42  CAB  924.  926-27 
(1965);  Toolco-Northeast  Control  Case,  34  CAB  583,  584,  586  (1961), 
af f 'd.   National  Airlines,  Inc.  v.  CAB,  306  F . 2d  753  (1962).   In 
such  cases,  however,  the  Board  has  emphasized  that  the  grant  of 
interim  relief  would  not  affect  its  decision  on  the  merits  in 
the  subsequent  proceeding. 

We  are  not  aware  of  any  case  in  which  the  Board  has  concluded 
that  the  possibility  of  or  impending  bankruptcy  of  an  air  carrier 
would  justify  fixing  of  rates  at  a  level  liigher  than  would  otherwise 
be  considered  "reasonable";  or  the'suspension  as  "unreasonable" 
of  lower  rates  than  otherwise  would  be  considered  "reasonable."   The 
Board's  determinations  as  to  the  "reasonableness"  of  rates  is 
normally  made  on  the  basis  of  the  needs  of  all  of  the  carriers  within 
the  rate-making  unit,  rather  than  tlie  experience  of  any  particular 
carrier.   See,  General  Passenger  Fare  Investigation,  32  CAB  291,  328-31 
(19  60);   DoiiicsLic  Passenger  Fare  Investigation,   I'hasc  7  (Fare  Level), 
Order   71-4-59/60,  pp.  70-71.   Indeed,  the  Board  has  had  occasion  to 
deny  emergency  temporary  subsidy  requests,  despite  allegations  of 
critical  financial  condition,  where  it  has  not  been  satisfied  that 
grant  of  the  requested  relief  would  be  justified  on  the  basis  of 


328 


application  of    its   normal   criteria   for   determination  of   subsidy 

"need."       See,     Petitions    of    Pan    American    World    Airways 

and   Trans   World   Airlinos    for   Establishment    of    Subsidy    Mail   Kates,    Order 

74-9-62;    Caribbean-Atlantic   Airlines,    Inc.,    Petition   for   Temporary 

and   Pinal   Subsidy  Kates,    Orders    70-10-46,    70-3-48,    69-10-136,    69-10-135. 

C.  f .  ,    Suspended   Passen;;er-Fare    Increase   Case,    25    CAB    511,    514,    517, 

519,    540-41    (1957). 

Most  recently  the  Board  has  indicated  its  willingness  to 
expeditiously  consider  route  realignment  proposals,  with  a  view 
to  approval  to  the  extent  found  consistent  with  the  public  interest, 
in  order  to  alleviate  the  difficult  problems  of  the  two  major  U.S. 
transatlantic  flag  passenger  carriers;  Trans  World  Airlines  and 
Pan  American  World  Airways.   See,  Order  74-11-24.   Suspension  and 
exemption  requests  to  accomplish  this  purpose  are  now  pending 
before  the  Board  in  Docket  27114,  ej^.aj..  See  also,  Caribbean 
AtlaiKic  Airlines,  Inc.,  Suspension  of  Service,  Order  69-10-157, 
where  tlie  Board  authorized  certain  service  suspensions  by  reason 
of  the  precarious  financial  condition  of  the  carrier  wliich  threatened 
termination  of  all  of  its  services. 

We  do  not  construe  this  question  as  enconijjassing  the  numerous 
Board  actions,  taken  under  section  1002(e)  of  tlie  Federal  Aviation 
Act,  to  award  temporary  mail  pay  (subsidy)  to  subsidi/.ed  air  carriers, 
in  accordance  x-iilh    the  "need  of  each  air  carrier  ...."   The  Board's 
policy  in  this  respect,  as  set  forth  in  section  399.30  of  the  15oavd's 
Policy  Statements  (14  C.F.R.  399.30),  is  to  "fix  temporary  subsidy 
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races,  when  such  emergency  action  is  required,  at  a  level  designed 
to  provide  only  such  amounts  as  are  deemed  necessary  for  continuation 
of  operations  prior  to  the  establishment  of  a  final  rate  ,..."  i.e., 
not  greater  than  the  carrier's  subsidy  "break  even"  need,  or  less  "where 
overpayment  might ' otherwise  appear  likely  to  result."   See  e.^. , 
Caribbean-Atlantic  Airlines.  Inc..  Temporary  and  Final  Mail  Rates, 
Order  70-10-46;  Aloha  Airlines.  Inc.,  Temporary  Subsidy  Rate,  Orders 
69-11-82,  69-8-60. 
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//19.   Does  the  Board  have  a  formal  policy  against  entry  by  a  new 

trunkllne?  How  many  applications  for  trunkline  service  made 
by  non-trunkline  carriers  has  the  Board  received  since  1950? 
On  how  many  such  applications  did  the  Board  hold  hearings? 
What  was  the  disposition  of  each  such  application?   What  were 
the  dates  of  filing  and  disposition  for  each  such  application? 

//20.   Why  have  no  major  trunk  carriers  entered  the  iodustry  since 

1938?  Why  have  none  of  the  original  1938  trunk  carriers  gone 
bankrupt?  How  does  this  record  compare  with  that  of  firms  in 
other  large  unregulated  industries? 


The  Board  does  not  have  a  formal  policy  against  entry  by  a  new 
trunkline  carrier.   While  the  number  of  new  applicants  for  trunkline 
authority  has  been  minimal,  the  Board  over  the  years  has  authorized 
new  carriers  to  compete  directly  with  the  grandfather  trunklines.   This 
has  occurred  principally  since  1965  in  the  case  of  local  service  car- 
riers. 

The  grandfather  grants  created  by  Congress  in  1938  when  the 
original  Civil  Aeronautics  Act  was  enacted  presented  the  Board  with 
fairly  competitive  system  relative  to  its  size  at  that  time.   During  the 
initial  years  there  were  really  only  four  major  trunkline  carriers — TWA, 
American,  Eastern,  and  United.   The  smaller  components  of  the  trunkline 
industry  were  very  small  regional  carriers  performing  services  similar 
to  those  performed  by  present  day  local  service  carriers.   For  the  most 
part,  trunkline  competition  was  fostered  by  the  Board  by  expanding  the 
systems  of  the  smaller  trunks  into  the  markets  served  by  the  larger 
trunks.   These  actions  strengthened  the  smaller  carriers  by  expanding 
traffic  opportunities.   When  new  or  improved  routes  were  considered,  the 
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(//19  and  20  continued) 


Board  would  evaluate  many  factors  bearing  on  the  public  interest  and 
public  convenience  and  necessity  consistent  with  the  statutory  policy 
directives.   Among  the  factors  considered  in  choosing  among  several 
competing  applicants  were,  inter  alia,   the  public  benefits  which  would 
flow  from  grant  of  one  application  vis-a-vis  the  other,  the  experience 
and  identity  of  the  applicant  in  the  provision  of  like  air  services, 
the  need  for  carrier  strengthening,  etc.   Any  new  entrant  into  the 
trunkline  field  necessarily  has  a  substantial  burden  in  proving  that 
it  is  fit  and  that  it  can  render  services  superior  to  existing  carriers 
which  also  seek  the  route  award.   In  view  of  this,  and  in  light  of  the 
capital  outlay  required  to  serve  a  scheduled  route  it  is  not  surprising 
that  applications  by  new  entrants  U . e^.  ,  carriers  not  already  holding  a 
certificate)  into  the  trunkline  field  have  been  few.   In  this  connection, 
there  were  9A  applications  for  trunkline  type  authority  since  1950. 
Second,  the  current  subsidized  local  service  carriers  can  be 
considered  to  have  now  evolved  into  small  trunkline  carriers.   Over  the 
last  ten  years  these  regional  carriers  have  been  permitted  to  expand 
into  markets  which  were  previously  served  exclusively  by  the  trunkline 
carriers.   In  authorizing  such  entry  the  Board  had  hoped  to  strengthen 
the  local  service  carriers  and  accelerate  the  time  when  government  subsidy 
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(#19  and  20  continued) 

would  no  longer  be  necessary  to  support  required  services.   These 
expanded  route  awards  substantially  increased  the  local  service 
carriers'  lengths  of  haul  and  hop,  and  permitted  the  acquisition  of 
jet  aircraft. 

In  addition,  the  Board  has  authorized  specialist  all-cargo 
scheduled  carriers  (Seaboard,  Flying  Tiger,  Airlift  now  survive)  to 
compete  for  cargo  traffic  over  the  routes  of  the  trunkline  carriers 
who  also  hold  authority  to  provide  combination  (passenger/cargo  service 
on  the  same  aircraft)  and  all-cargo  service. 

Further,  in  the  mid-1950' s  the  Board  authorized  26  supplemental 
carriers  to  provide  individually-ticketed  services  in  competition  with 
the  trunkline  carriers  up  to  a  maximum  of  10  trips  per  month  in  any 
city-pair  market.  1_/     Ultimately,  after  the  courts  ruled  that  under  the 
then  existing  statute  such  services  were  illegal,  2^/   the  Congress  refused 
to  incorporate  any  provision  for  limited  individually  -ticketed  services 
when  it  enacted  Public  Law  87-528  (76  Stat.  143)  which  established  the 
"supplemental"  carriers  as  a  permanent  component  of  the  air  transporta- 
tion system  (Section  401(n)  of  the  Act).   Pursuant  to  Public  Law  87-528 
all  individually-ticketed  services  which  had  been  authorized  by  the  Board 
to  the  supplementals  were  to  be  phased  out  over  a  two-year  period. 


1/     Large  Irregular  Carrier  Investigation,  22  C.A.B.  838  (1955), 

28  C.A.B.  224  (1958). 

2/  United  Air  Lines  v.  C.A.B.,  278  F.  2d  446  (1960). 
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Finally,  Trans  Caribbean  Airways — which  carrier  has  since  merged 
with  American — was  granted  a  trunkline  certificate  to  operate  between 
the  East  Coast  and  the  Caribbean,  ll 

No  trunk  carrier  has  as  yet  gone  bankrupt,  in  the  technical  sense, 
because  the  Board  has  approved  mergers  of  financially  ailing  carriers 
prior  to  their  complete  collapse.    That^was  the  case,  for 
example,  in  the  United-Capital,  the  American  Trans-Caribbean 
and  the  Delta-Northeast  mergers.   Each  of  the  acquired  companies 
were  at  or  close  to  the  Doint  of  insolvency  just  prior  to  the 
approval  of  the  merger  agreements. 

We  have  no  way  of  evaluating  how  this  record  compares  with  that 
of  the  "other  large  unregulated  industries."  2/ 


1^1      TCA  first  received  authority  in  the  Service  to  Puerto  Rico  Case, 
26  C.A.B.  72  (1957). 

^/  Actually,  the  air  transport  industry  is  not  among  the  top  100 
industries  in  terms  of  sales  or  assets;  in  fact.  United  Air  Lines, 
by  far  the  largest  of  the  U.  S.  carriers  was  last  rated  by  Forbes  as 
only  99  in  terms  of  sales  and  141  in  terms  of  assets  among  the  top 
500  U.  S.  corporations.   Consequently,  any  comparison  of  performance 
with  larger  industries  might  not  be  meaningful.   (Forbes,  Annual 
Directory  Issue,  May  15,  1974.) 
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'^Cniteb  ^IctUs  Senate 

COMMITTEE  ON  THE  JUDICIARY 

SUBCOMMITTEE  ON 

ADMINISTRATIVE  PRACTICE  AND  PROCEDURE 

WASHINGTON.  D.C.    20SI0 


Attached  is  a  Civil  Aeronautics  Board  study 
concerning  the  disposition  of  all  applications 
for  new  trunk  line  authority.  Of  the  94 
applications  since  January  1,  1950,  no 
application  was  granted. 
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Appendix  to  Question  19 
Page  1  of  13 


Between  January  1,  1950  and  November  30,  1974,  there  have  been  94 
separate  applications  filed  by  non-trunkline  carriers  for  trunkline  authority. 
Not  included  in  this  total  are  the  applications  of  local  service  carriers. 
Also,  excluded  are  the  applications  handled  in  the  Investigation  of  Large 
Irregular  Carriers  and  Irregular  Transport  Carriers,  Docket  5132,  which  was 
conducted  between  September  21,  1951  and  concluded  on  September  21,  1962. 
That  investigation  considered  the  role  of  the  irregular  carriers  and  largely 
centered  on  non-scheduled  operations.   Route  type,  regularly  scheduled  trunk- 
line  service  issues  were  excluded.   On  July  15,  1952  i:he  Board  consolidated 
all  pertinent  applications  in  this  case  and  dismissed  in  whole  or  in  part 
75  applications  some  of  which  may  have  included,  inter  alia,  requests  for 
new  authority  which  under  a  generalized  definition  could  be  termed  trunkline. 

The  aforementioned  94  applications  are  listed  below  in  chronological 
order  of  filing.   The  listing  includes  the  name  of  the  applicant,  docket 
number,  filing  date,  and  a  summary  of  the  points  in  issue.   Points  are 
separated  by  a  semicolon  (;)  or,  in  some  instances,  points  within  a  state 
by  a  coma  (,);  where  they  are  listed  as  coterminals  they  are  separated  by 
a  slash  (/).   In  some  cases  small  intermediate  points  are  not  shown.   The 
last  items  indicate  final  disposition  of  the  docket  and  date  of  final  order. 
It  is  possible  that  intermediate  steps  taken  by  the  Board  may  have  otherwise 
disposed  of  parts  of  the  application  prior  to  final  disposition  of  the  docket. 
(The  following  table  summarizes  the  final  disposition  of  each  of  these 
dockets.) 

Dismissed  for  Lack  of  Prosecution  7 

Dismissed  at  Request  of  Applicant  28 

Dismissed  as  a  Stale  Application  34 
Dismissed,  Company  No  longer  In  Existence  3 

Hearing,  Application  Denied  17 

Hearing,  Application  Dismissed  1 

Hearing  Terminated  2 

Hearing  Being  Held  1 

No  Action-Pending  1_ 

Total  94 
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Golden  North  Airways,  Inc.,  Docket  A312,  January  30,  1950 

Portland,  Ore.;  Seattle,  Wash.;  Juneau  and  Anchorage,  Alaska 
Dismissed  for  lack  of  prosecution,  June  11,  1954 

Resort  Airlines,  Inc.,  Docket  4368,  March  6,  1950 

Miami/West  Palm  Beach,  Fla.  and  West  End,  Bahamas 
Hearing,  application  denied,  September  4,  1951 

Western  Air  Lines  of  the  Pacific,  Inc.,  Docket  4448,  May  2,  1950 

1.  Los  Angeles  and  San  Francisco,  Calif. 

2.  San  Francisco,  Calif,  and  Medford,  Ore. 

3.  Medford,  Ore.  and  Portland,  Ore. 

4.  Portland,  Oreg.  and  Seattle,  Wash. 

All  via  various  small  intermediate  points 
Dismissed  at  request  of  applicant,  July  21,  1952 

California  Central  Airlines,  Docket  4482,  May  22,  1950 

1.  Los  Angeles,  Oakland,  and  San  Francisco,  Calif. 

2.  Los  Angeles  and  San  Diego,  Calif. 

3.  San  Diego,  Oakland  and  San  Francisco,  Calif. 

4.  Reno,  Nev.;  Oakland  and  San  Francisco,  Calif. 
Dismissed  for  lack  of  prosecution,  January  25,  1955 

American  Central  Air,  Inc.,  Docket  4569,  July  5,  1950 

1.  Miami,  Fla.;  Cuidad  Trujillo,  D.R.;  San  Juan,  P.R.;  Caracas,  Ven.; 
Curacao,  Aruba;  Maracibe,  Ven.;  and  Baranquillo,  Columbia 

2.  Miami,  Fla.;  Havana,  Cuba;  Belize,  B.H.;  Guatemala  City,  Guatemala; 
San  Salvador,  El  Salvador;  San  Jose,  C.R.;  Balboa,  Canal  Zone,  and 
Baranquillo,  Columbia 

Dismissed  at  request  of  applicant,  November  30,  1950 

Overseas  National  Airways,  Docket  5046,  August  3,  1951 

Boston,  Mass.;  New  York,  N.Y.;  Philadelphia,  Pa.;  Baltimore,  Md.;  Washington, 
D.C.;  Jacksonville,  Fla.;  Tampa,  Miami,  Fla.;  and  Havana,  Cuba 
Dismissed  at  request  of  applicant,  December  20,  1951 

Pacific  Southwest  Airlines,  Docket  5167,  October  16,  1951 

1.  Oakland,  San  Francisco,  Burbank,  and  San  Diego,  Calif. 

2.  San  Francisco,  Burbank,  and  San  Diego,  Calif. 

3.  Oakland,  Burbank,  and  San  Diego,  Calif. 
Dismissed  at  request  of  applicant,  June  10,  1954 

Pilgrim  Coastal  Airways , Docket  5430,  February  20,  1952 
Boston,  Mass.  and  New  York,  N.Y. 
Dismissed  for  lack  of  prosecution,  January  7,  1955 
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Overseas  National  Airways,  Inc.,  Docket  5U3h,    February  25,  1952 

1.  San  Francisco/Los  Angeles,  Calif.;  Honolulu,  Hawaii;  Wake  Island; 
Guam;  Seoul,  Korea;  Manila,  Phillipines;  Hong  Kong;  Okinawa;  Shanghai, 
China;  ana  Tokyo,  Japan 

2.  San  Francisco/Los  Angeles,  Calif.;  Honolulu,  Hawaii;  Pago  Pago, 
Samoa  Islands;  Suva,  Fiji  Islands;  Noumea,  New  Calendonia;  Brisbane, 
Sidney,  and  Melborne,  Australia;  and  Auckland,  New  Zealand 
Dismissed  at  request  of  applicant,  June  5,  1953 

Airline  Transport  Carriers,  Inc.,  Docket  5588,  May  28,  1952 

Los  Angeles,  San  Diego,  Calif.;  Tijuana,  La  Paz,  Guadalajarua, 

Acapulco,  and  Mexico  City,  Mexico 

Dismissed  as  a  stale  application,  August  lA,  1962 

Airline  Transport  Carriers,  Inc.,  Docket  5589,  May  28,  1952 

1.   Los  Angeles,  San  Francisco,  Oakland,  Calif.;  and  Honolulu,  Hawaii 
Hearing, application  denied,  June  8,  1955 

Sourdough  Air  Transport,  Docket  5836,  November  17,  1952 

1.  Seattle,  Wash. /Portland,  Ore.;  Spokane,  Wash.;  Minneapolis,  Minn.; 
Chicago,  111.;  Detroit,  Mich.;  Pittsburgh,  Pa.,  Baltimore,  Md.;  and 
New  York,  N.Y. 

2.  San  Francisco,  Calif.;  Salt  Lake  City,  Utah;  Denver,  Colo.;  Omaha 
Nebr.;  Chicago,  111.;  Detroit,  Mich.;  Pittsburgh,  Pa.;  Baltimore,  Md . ; 
and  New  York,  N.Y. 

3.  Seattle,  Wash.;  Portland,  Ore.;  San  Francisco,  Los  Angeles,  San  Diego, 
Calif. 

Dismissed  for  lack  of  prosecution,  August  15,  1955 

General  Airways,  Inc.,  Docket  5837,  November  17,  1952 

Everett,  Wash. /Portland,  Ore. /Seattle,  Wash.;  Anchorage,  Annette,  Cordova, 
Homer,  Gulkana,  Juneau,  Kenai,  Kodiak,  Naknek,  Nome,  Tanacross,  Yakataga, 
Yakutat,  and  Fairbanks,  Alaska 
Dismissed  at  request  of  applicant,  September  17,  1953 

Sourdough  Air  Transport,  Docket  5839,  November  17,  1952 

Portland,  Ore.;  Seattle,  Wash.;  Annette,  Juneau,  Yakutat,  Cordova,  Anchorage, 
Homer,  Kodiak,  Naknek,  Nome  and  Fairbanks,  Alaska 
Dismissed  at  request  of  applicant,  June  5,  1953 

Transocean  Air  Lines,  Docket  58A3,  November  17,  1952 
Los  Angeles/Oakland,  Calif,  and  Honolulu,  Hawaii 
Hearing, application  denied,  February  8,  1955 

Transocean  Air  Lines,  Docket  5844,  November  17,  1952 

Los  Angeles/Oakland,  Calif.;  HonolulQ,  Hawaii;  Wake  Island;  Hong  Kong; 

and  Okinawa 

Hearing, application  denied,  February  8,  1955 
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Air  Transport  Assn.,  Inc.,  Docket  5845,  November  18,  1952 

Anchorage,  Alaska;  Vancouver,  Canada;  Seattle,  Wash.;  Portland,  Ore.; 
San  Francisco,  Los  Angeles,  Calif.;  Cold  Bay,  Alaska;  Midway;  Honolulu, 
Hawaii;  Canton  Island;  Fiji,  Noumea;  New  Calendonia;  Auckland,  New 
Zealand;  Darwin,  Australia;  Singapore,  Mayla;  Bangkok,  Siam;  French 
Indo  China;  Rangoon,  Burma;  and  Calcutta,  India/Sydney,  Australia 
Dismissed  at  request  of  applicant,  June  12,  1953 

Air  Transport  Assn.,  Inc.,  Docket  5846,  November  18,  1952 

Anchorage,  Alaska/Seattle,  Wash. /Portland,  Ore. /San  Francisco, /Los  Angeles, 

Calif.,  and  Hawaii 

Dismissed  at  request  of  applicant,  June  12,  1953 

Air  Transport  Assn.,  Inc.,  Docket  5847,  November  18,  1952 

Anchorage,  Alaska;  Vancouver,  Canada;  Seattle,  Wash.;  Portland,  Ore.; 
San  Francisco,  Los  Angeles,  Calif.;  Honolulu,  Hawaii,  Canton  Island; 
Fiji;  New  Calendonia;  Australia  and  New  Zealand 
Dismissed  at  request  of  applicant,  January  23,  1953 

Pacific  Overseas  Airlines,  Corp.,  Docket  5901,  January  12,  1953 
San  Francisco/Los  Angeles,  Calif,  and  Honolulu,  Hawaii 
Dismissed  at  request  of  applicant,  June  12,  1953 

Pacific  Overseas  Airlines,  Corp.,  Docket  5902,  January  12,  1953 

1.  Los  Angeles/San  Francisco,  Calif,  to  points  in  northeast  Asia  including 
Tokyo,  Japan;  Seoul,  Korea;  Shanghai,  China;  Hong  Kong  via  Honolulu; 
Kwajalein;  Guam;  Iwo  Jima;  Wake;  Philippine   Islands;  or  Okinawa 

2.  Los  Angeles/San  Francisco,  Calif,  to  points  in  Southeast  Asia  including 
Manila;  Saigon,  French  Indo-China;  Bangkok,  Siam;  Singapore,  Malay  States; 
and  Jakarta  via  Honolulu,  Hawaii 

Dismissed  at  request  of  applicant,  June  12,  1953 

Resort  Airlines,  Inc.,  Docket  5956,  February  10,  1953 

Miami/West  Palm  Beach,  Fla.  and  West  End,  Grand  Bahamas 
Dismissed  as  a  stale  application,  August  14,  1962 

Aero  Finance  Corp.,  Docket  6013,  March  17,  1953 
Tulsa  and  New  York,  N.Y. 
Hearing,  application  denied,  November  21,  1955 

Airline  Transport  Carriers,  Inc.,  Docket  6045,  March  26,  1953 

San  Francisco,  Oakland,  Calif.;  Las  Vegas,  Nev.;  and  Los  Angeles,  Calif. 
Dismissed  for  lack  of  prosecution,  August  19,  1958 

North  American  Airlines,  Inc.,  Docket  6063,  April  3,  1953 

1.  New  York,  N.Y.,  Washington,  D.  C.  and  Miami,  Fla. 

2.  Chicago,  111.;  Cincinnati,  Ohio;  and  Miami,  Fla. 

3.  San  Francisco,  Los  Angeles,  Calif.;  Oklahoma  City,  Tulsa,  Okla.;  St.  Lou 
Mo.;  Chicago,  111.;  Philadelphia,  Pa.;  and  New  York,  N.Y, 

4.  San  Francisco,  Los  Angeles,  Calif.;  Denver,  Colo.;  Kansas  City,  Kan.; 
St.  Louis,  Mo.;  Chicago,  111.;  Detroit,  Mich.;  Cleveland,  Ohio;  Pittsburgh, 
Pa.;  and  New  York,  N.Y. 
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5.   Los  Angeles,  San  Francisco,  Calif.;  Oklahoma  City,  Tulsa,  Okla.; 
Fort  Worth,  Dallas,  Houston,  Texas;  Atlanta,  Ga.;  Washington,  D.  C; 
New  York,  N.Y.  and  Boston,  Mass. 
Hearing,  application  denied,  September  30,  1958 

Resort  Airlines,  Inc.,  Docket  6855,  September  10,  1954 

New  York,  N.Y. /Philadelphia,  Pa. /Washington,  D.  C.  and  Miami,  Fla. 
Hearing,  application  denied,  September  28,  1956 

Riddle  Airlines,  Inc.,  Docket  7163,  May  17,  1955 

1.  Miami,  Fla.;  San  Juan,  P.R.;  Madrid,  Spain;  and  Jlome ,  Italy 

2.  Miami,  Fla.;  San  Juan,  P.R.;  Lisbon,  Portugal;  Paris,  France;  and 
London, England . 

Dismissed  at  request  of  application.  May  4,  1956 

Riddle  Airlines,  Inc.,  Docket  7258,  June  27,  1955 

Chicago,  111.;  Cincinnati,  Ohio;  Atlanta,  Ga . ;  and  Chicago,  111. 
Hearing, application  denied,  September  30,  1958 

North  American  Airlines,  Inc.,  Docket  7264,  June  29,  1955 

1.  Chicago,  111.;  Toledo,  Cleveland,  Ohio;  Pittsburgh,  Pa.;  Washington, 
D.C.;  Charlotte,  N.C.;  and  Jacksonville,  Fla. 

2.  Washington,  D.C.;  Charleston  W.  Va.;  Columbia,  Cincinnati,  Ohio; 
and  Chicago,  111. 

3.  Washington,  D.C.;  Charleston,  W.  Va. ;  Columbus,  0.;  and  Detroit,  Mich. 

4.  Washington,  D.C.;  Charleston,  W.  Va.;  Louisville,  Ky.;  and  St.  Louis,  Mo. 
Hearing,  application  denied,  September  30,  1958 

Mackey  Airlines,  Inc.,  Docket  7304,  July  15,  1955 

New  York,  N.Y.;  Washington,  D.C.;  West  Palm  Beach,  Palm  Beach,  Ft.  Lauderdale, 

Fla.;  and  Nassau,  B.W.I. 

Hearing,  application  denied,  August  14,  1962 

Riddle  Airlines,  Inc.,  Docket  7321,  July  21,  1955 
New  York,  N.Y.;  Miami,  Fla.;  and  Puerto  Rico 
Dismissed  at  request  of  applicant,  March  28,  1958 

Liberty  Airlines,  Inc.,  Docket  7482,  November  3,  1955 

Pope  Field-Fort  Bragg,  Pinehurst,  Southern  Pine,  N.C.;  and  VJashington,  D.C. 
Dismissed  at  request  of  applicant,  August  12,  1957 

Capitol  Airways,  Inc.,  Docket  7520,  November  21,  1955 

1.  Miami,  Tampa,  Fla.;  Atlanta,  Ga.;  Chattanooga,  Nashville,  Tenn.; 
Louisville,  Ky.;  Cincinnati,  Dayton,  Cleveland,  and  Toledo,  0. 

2.  Miami,  Tampa,  St.  Petersburg,  Fla.;  Birmingham,  Ala.;  Nashville,  Tenn.; 
Louisville,  Ky.;  Cincinnati,  Dayton,  Cleveland,  Toledo,  0.;  and  Detroit, 
Mich. 

3.  Miami,  Tampa,  Fla.;  Atlanta,  Ga.;  Chattanooga,  Tenn.;  Indianapolis, 
Ind.;  and  Chicago,  111. 

Hearing,  application  denied,  September  30,  1958 
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North  American  Airlines,  Inc.,  Docket  7542,  December  8,  1955 

New  York,  N.Y.;  Newfoundland,  Canada;  Ireland;  London,  England;  Paris, 

France;  Frankfurt,  Germany;  and  Rome,  Italy. 

Dismissed,  company  no  longer  in  existence,  July  25,  1960 

Riddle  Airlines,  Inc.,  Docket  7766,  February  20,  1956 

1.  New  York,  N.Y.;  Miami,  Fla.;  Puerto  Rico;  and  Virgin  Islands; 

2.  Miami,  Fla.;  Kingston,  Jamaica;  Port-Au-Prince ,  Haiti;  Cuidad 
Trujillo,  D.R.;  San  Juan,  P.R.;  and  Virgin  Islands. 

Hearing,  application  denied,  Autust  14,  1962 

United  States  Overseas  Airlines,  Inc.,  Docket  7774,  February  24,  1956 

1.  New  York,  N.Y.;  Nassau,  Bahamas;  Washington,  D.C.;  and  San  Juan,  P.R. 

2.  Boston,  Mass.;  New  York,  N.Y.;  Miami,  Fla.;  and  San  Juan,  P.R. 

3.  Chicago,  111.;  Washington,  D.  C;  Atlanta,  Ga.;  Miami,  Fla.;  and 
San  Juan,  P.R. 

Hearing,  application  denied,  September  12,  1957 

North  American  Airlines,  Inc.,  Docket  7854,  March  21,  1956 

1.  St.  Louis,  Mo.;  Nashville,  Tenn.;  Birmingham,  Ala.;  Tallahassee, 
Tampa,  and  Miami,  Fla. 

2.  St.  Louis,  Mo.;  Nashville,  Tenn.;  Chattanooga,  Tenn.;  Atlanta,  Ga.; 
Jacksonville,  Tampa,  and  Miami,  Fla. 

Hearing,  application  denied,  September  30,  1958 

Transocean  Air  Lines,  Docket  7868,  April  2,  1956 

Terminals  Burbank-Los  Angeles/Oakland-San  Francisco,  Calif.;  Portland, 
Ore.;  Seattle,  Wash.;  and  terminals  within  Japan;  Korea;  Philippines; 
Australia;  New  Zealand;  Indonesia;  Malaya;  Thailand;  Burma;  Indochina; 
India;  Pakistan;  and  Hong  Kong  via  intermediate  points  Anchorage,  Alaska; 
Honolulu,  Hilo,  Hawaii;  Wake;  Guam;  Okinawa;  and  the  Micronesia  and 
Melanesia  Islands 
Hearing,  application  denied,  January  18,  1961 

North  American  Airlines,  Inc.,  Docket  7869,  April  2,  1956 

1.  San  Francisco,  Calif,  and  Miami,  Fla. /Boston,  Mass. 

2.  Los  Angeles,  Calif,  and  Miami,  Fla. /Boston,  Mass. 

3.  Seattle,  Wash,  and  Miami,  Fla. /Boston,  Mass. 
All  via  St.  Louis,  Mo.,  and  San  Antonio,  Texas 
Dismissed,  company  no  longer  in  existence,  March  23,  1959 

Charles  Forster  Brooks,  Docket  7910,  April  9,  1956 

New  York,  N.Y.;  Trenton,  N.J.;  Philadelphia,  Pa.;  Wilmington,  Del.; 
Norfolk,  Va.;  New  Orleans,  La.;  and  San  Antonio,  Tx.  plus  numerous  other 
small  cities 
Dismissed  as  a  stale  application,  August  14,  1962 
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United  States  Overseas  Airlines,  Inc.,  Docket  7926,  April  17,  1956 

1.  New  YorH,  N.Y.;  Gander,  Canada;  Shannon,  Ireland;  London,  England; 
Paris,  France;  Frankfurt,  Germany/Rome,  Italy 

2.  New  York,  N.Y.;  New  Foundland,  Canada;  the  Azores;  Lisbon,  Portugal; 
Madrid,  Spain;  and  Rome,  Italy 

Dismissed  for  lack  of  prosecution,  June  20,  1963 

California  Eastern  Aviation,  Inc.,  Docket  7959,  April  26,  1956 

1.  Dallas/Ft.  Worth,  Midland-Odessa,  El  Paso,  Tex.;  Albuquerque,  N.  Mex.; 
Phoenix,  Ariz.;  Las  Veg^s,  Nev.;  San  Diego,  Los  Angeles,  and  San  Francisco, 
Calif.; 

2.  Houston,  San  Antonio,  Midland-Odessa,  El  Paso,  Tex.;  Las  Vegas,  Nev.; 
San  Diego,  Los  Angeles,  San  Francisco,  Calif. 

3.  Dallas/Ft.  Worth,  Tex.  and  Houston,  Tex. 
Dismissed  at  request  of  applicant,  September  28,  1960 

North  American  Airlines,  Inc.,  Docket  7977,  May  3,  1956 

1.  San  Francisco,  Calif.;  New  York,  N.Y.;  Philadelphia,  Pa.;  Washington, 
D.C.;  Charlotte,  N.C.;  and  Boston,  Mass. 

2.  San  Francisco,  Calif.;  St.  Louis,  Mo.;  and  Chicago,  111. 

3.  San  Francisco,  Calif,  and  Miami,  Fla. 
All  via  numerous  small  intermediate  points 

Dismissed,  company  no  longer  in  existence,  March  23,  1959 

Flying  Tiger  Lines,  Inc.,  Docket  9502,  May  1,  1958 

Miami,  Orlando,  Jacksonville,  Tampa,  Fla.;  New  Orleans,  La.;  Houston, 

San  Antonio,  El  Paso,  Tex.;  San  Diego,  Los  Angeles,  and  San  Francisco, 

Calif. 

Dismissed  at  request  of  applicant,  March  13,  1961 

Claude  B.  Olney,  Docket  9885,  September  23,  1958 

Los  Angeles,  Calif.;  Tucson,  Phoenix,  Ariz.;  El  Paso,  Midland,  Abilene, 

and  Dallas,  Texas 

Dismissed  at  request  of  applicant,  November  26,  1958 

United  States  Overseas  Airlines,  Inc.,  Docket  10344,  March  27,  1959 

San  Francisco/Oakland,  Los  Angeles/Burbank,  Calif,  and  Honolulu/Hilo/ 
Hoolehav/Lanei/Maui/Kailua/and  Kauai,  Hawaii 
Hearing,  application  denied,  January  18,  1961 

Las  Vegas  Hacienda,  Inc.,  Docket  10971,  November  2,  1959 

Las  Vegas,  Nev.  and  Burbank/Los  Angeles/Long  Beach,  Calif. 
Dismissed  as  stale  application,  November  7,  1963 
New  England  Airlines,  Inc.,  Docket  12898,  August  9,  1961 

1.   New  York-Presque  Isle;  2.  Portsmouth-Buffalo;  3.  Plymouth-Buffalo; 
A.   Bangor-Washington;  5.  Beverly-New  York;  6.  Portsmouth-New  York; 
7.   Manchester-New  York;  8.   New  Bedford-Pittsburgh;  9.  Bangor-Pittsburgh; 
10.   Berlin-Washington;  11.  Portland-Buffalo;  12.  Newport-Buffalo;   13. 

Nantucket  Island-New  York;  14.  Boston-Bangor;  15.  Boston-Burlington; 
16.   Boston-Newport;  17.  Boston-Portland;  18.  Boston-Berlin;  19  Boston- 
Nantucket;  20.  Boston-New  York;  21.  Boston-Buffalo;  22.  Burlington-Portland; 
23.   Burlington-New  York;  24.  Springfield-New  York;  25.  Provincetown-New  York; 
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26.   Portland-New  York 

Dismissed  as  a  stale  application,  January  22,  1965 

New  England  Airlines,  Inc.,  Docket  12899,  August  8,  1961 

1.  Montreal-Mew  Haven/Providence/Boston/Portland/Burlington 

2.  Boston-Toronto/Ottawa/Quebec 

3.  Quebec-Bangor/Burlington 
A.   Bangor-Chathan/Halifax 

Dismissed  as  a  stale  application,  January  22,  1965 

Cummings  and  Groves  Aviation,  Inc.,  Docket  13236,  December  4,  1961 

1.  Houston,  Tx. -Beaumont,  Tx./New  Orleans,  La. /Alexandria,  La. 

2.  Houston,  Tx. -Corpus  Christi,  Tx./San  Antonio,  Tx. /Austin,  Tx. 

3.  Houston,  Tx.-Shreveport,  La. /Dallas,  Tx. /Temple,  Tx.  and 
numerous  other  small  points. 

Dismissed  as  a  stale  application,  January  22,  1965 

Sunbelt  Airlines,  Docket  13A37,  March  7,  1962 

Jacksonville,  Fla.;  Denver,  Colo.;  and  Seattle,  Wash. 
Dismissed  as  a  stale  application,  January  4,  1966 

Trans-Southern  Airways,  Inc.,  Docket  13443,  March  12,  1962 

Houston,  Tx.;  New  Orleans,  La.;  Mobile,  La.;  and  Huntsville,  Ala 
Dismissed  as  a  stale  application,  January  4,  1966 

Sunbelt  Airlines,  Docket  14027,  September  17,  1962 

St.  Louis,  Mo.;  Nashville,  Tenn.;  Atlanta,  Ga.;  and  Ft.  Lauderdale,  Fla,  and 

numerous  other  small  points. 

Dismissed  as  a  stale  application,  January  4,  1966 

World  Airways,  Inc.,  Docket  14948,  December  26,  1963 

Seattle,  Wash. /Portland,  Ore. /San  Francisco/Oakland/Los  Angeles/San  Diego, 

Calif,  and  Honolulu,  Hawaii 

Dismissed  as  a  stale  application,  January  10,  1967 

United  States  Overseas  Airlines,  Inc.,  Docket  15050,  February  28,  1964 
New  York,  N.Y. -Luxemburg,  Luxembourg 
Dismissed  as  a  stale  application,  July  11,  1967 

United  States  Overseas  Airlines,  Inc.,  Docket  15051,  February  28,  1964 

1.  New  York,  N.Y.;  Chicago,  111.;  Burbank,  Calif,  area  and  Oakland, 
Calif,  area 

2.  New  York,  N.Y. -Miami,  Fla. 

Dismissed  as  a  stale  application,  July  11,  1967 

United  States  Overseas  Airlines,  Inc.,  Docket  15052,  February  28,  1964 
Oakland,  Calif .-Honolulu,  Hawaii 
Dismissed  as  a  stale  application,  July  11,  1967 
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United  States  Overseas  Airlines,  Inc.,  Docket  15053,  February  28,  1964 
Honolulu,  Haw.;  Wake  Island;  Guam  Island;  and  Naha,  Okinawa 
Dismissed  as  a  stale  application,  July  11,  1967 

Soutlieast  Airlines,  Inc.,  Docket  15669,  November  9,  196''i 

1.  Jacksonville,  Fla.;  Waycross,  Macon,  and  Atlanta,  Cn. 

2.  Tampa,  Ocala,  Gainesville,  and  Jacksonville,  Fla. 

3.  Atlanta,  Macon,  Albany,  Ga. ;  and  Tallahassee,  Fla. 
Dismissed  as  a  stale  application,  January  A,  1968 

World  Airways,  Inc.,  Docket  17035,  March  3,  1966 

1.  Seattle,  Wash. /Portland,  Ore.;  Anchorage,  Alaska;  Japan;  Korea; 
Okinawa;  Taiwan;  Hong  Kong;  and  Philippines/China/USSR 

2.  Oakland/San  Francisco/Los  Angeles,  Calif.;  Hawaii;  Japan;  Taiwan; 
Okinawa;  Hong  Kong;  Viet  Nam;  Thailand;  and  Singapore/USSR 

3.  Oakland/San  Francisco/Los  Angeles,  Calif.;  Hawaii;  Philippines; 
Hong  Kong;  Viet  Nam;  Thailand;  and  Singapore 

A.   Oakland/San  Francisco/Los  Angeles,  Calif.;  Hawaii;  Society  Islands; 
American  Samoa;  New  Zealand;  and  Australia 
Hearing,  application  dismissed,  July  27,  1971 

World  Airways,  Inc.,  Docket  17036,  March  3,  1966 

Oakland/San  Francisco/Los  Angeles,  Calif.;  Hawaii;  Wake;  Midway; 
Johnston;  Guam;  U.S.  Trust  Territories;  and  Okinawa 
Dismissed  at  request  of  applicant,  July  29,  1968 

Trans  International  Airlines,  Inc.,  Docket  17151,  March  2A,  1966 

1.  Seattle,  Wash. /Portland,  Ore. /New  York,  N.Y. /Philadelphia,  Pa/ 
Baltimore,  Md. /Washington,  D.C. /Chicago,  111.  and  Detroit,  Mich.; 
Anchorage,  Alaska;  Japan;  Korea;  Okinawa j  Taiwan;  and  Hong  Kong/ 
Philippines /China/USSR 

2.  San  Francisco,  Los  Angeles,  Calif. /New  York,  N.Y. /Philadelphia ,  Pa,/ 
Baltimore,  Md. /Washington,  D.C. /Chicago,  111.  and  Detroit,  Mich.;  Hawaii; 
Japan;  Taiwan;  Okinawa;  Hong  Kong;  Viet  Nam;  Thailand;  and  Singapore/ 
China/USSR 

3.  San  Francisco,  Los  Angeles,  Calif.;  Hawaii;  Society  Islands;  American 
Samoa;  Trust  Territories;  New  Zealand;  and  Australia 

A.   San  Francisco,  Los  Angeles,  Calif.;  Hawaii;  Wake;  Midway;  Johnston; 
Guam;  Trust  Territories;  and  Okinawa 
Dismissed  as  a  stale  application.  May  5,  1969 

States  Airlines,  Docket  17315,  May  11,  1966 
St.  Louis,  Mo.  and  Indianapolis,  Ind . 
Dismissed  as  a  stale  application,  June  30,  1969 

States  Airlines,  Docket  17330,  May  16,  1966 
Kansas  City,  Mo.  and  Indianapolis,  Ind. 
Dismissed  as  a  stale  application,  June  30,  1969 


344 


Appendix  to  Question  19 
Page  10  of  13 


States  Airlines,  Docket  17332,  May  16,  1966 
Detroit,  Mich,  and  Kansas  City,  Mo. 
Dismissed  as  a  stale  application,  June  30,  1969 

States  Airlines,  Docket  17333,  May  16,  1966 
St.  Louis,  Mo.  and  Detroit,  Mich. 
Dismissed  as  a  stale  application,  June  30,  1969 

States  Airlines,  Docket  17334,  May  16,  1966 
Indianapolis,  Mo.  and  Detroit,  Mich. 
Dismissed  as  a  stale  application,  June  30,  1969 

World  Airways,  Inc.,  Docket  17414,  June  16,  1966 

Seattle,  Wash. /Portland,  Ore. /San  Francisco/Los  Angeles,  Calif.;  Hilo, 

Honolulu,  Hawaii  and  Tokyo,  Japan 

Dismissed  as  a  stale  application,  January  18,  1973 

States  Airlines,  Docket  17836,  October  20,  1966 
Dallas,  Tx.  and  Kansas  City,  Kans . 
Dismissed  as  a  stale  application,  March  16,  1970 

States  Airlines,  Docket  17894,  October  31,  1966 
Eau  Claire,  Wis.  and  Chicago,  111. 
Dismissed  as  a  stale  application,  March  16,  1970 

States  Airlines,  Docket  17895,  October  31,  1966 
Kalamazoo,  Mich,  and  Chicago,  111. 
Dismissed  as  a  stale  application,  March  16,  1970 

States  Airlines,  Docket  17896,  October  31,  1966 

Minneapolis-St.  Paul,  Minn,  and  St.  Louis,  Mo. 
Dismissed  as  a  stale  application,  March  16,  1970 

World  Airways,  Inc.,  Docket  18468,  April  26,  1967 

Oakland/San  Francisco/Ontario/Long  Beach/Los  Angeles,  Calif,  and  New  York, 
N.Y. /Newark,  N.J. /Washington,  D.C. /Baltimore,  Md. 
Dismissed  as  a  stale  application,  November  21,  1973 

States  Airlines,  Docket  18590,  May  26,  1967 

1.  Los  Angeles,  Calif,  and  St.  Louis,  Mo. 

2.  Boston,  Mass.  and  St.  Louis,  Mo. 

Dismissed  as  a  stale  application,  September  21,  1970 

Standard  Airways,  Inc.,  Docket  19185,  October  30,  1967 

Seattle,  Wash. /Portland,  Ore.;  Minneapolis,  Minn.;  Boston,  Mass./  New  York, 
N.Y. /Newark,  N.J. /Philadelphia,  Pa. /Washington,  D.C. 
Dismissed  at  request  of  applicant  July  12,  1968 
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Air  General,  Inc.,  Docket  19315,  November  29,  1967 

1.  Boston,  Mass. -Hartford,  Conn. /Providence,  R. I . /New  York,  N.Y./ 
Philadelphia,  Pa. /Wilmington,  Del. /Trenton,  N.J. /Baltimore,  Md./ 
Washington,  D.C. 

2.  Hartford-Providence,  R.I, /New  York,  N.Y . /Philadelphia,  Pa. /Wilmington, 
Del. /Trenton,  N.J. /Baltimore,  Md . /Washington,  D.C. 

3.  Providence,  R.I. -New  York,  N.Y. /Philadelphia,  PA. /Wilmington,  Del./ 
Trenton,  N.J. /Baltimore,  Md. /Washington,  D.C. 

4.  New  York,  N.Y. -Philadelphia,  Pa. /Wilmington,  Del. /Trenton,  N.J./ 
Baltimore,  Md. /Washington,  D.C. 

5.  Baltimore,  Md. -Philadelphia,  Pa. /Wilmington,  De:^. /Trenton,  N.J. 

6.  Washington,  D.C. -Philadelphia,  Pa. /Wilmington,  Del. /Trenton,  N.J. 
Dismissed  at  request  of  applicant,  August  23,  1968 

States  Airlines,  Docket  1932A,  November  30,  1967 

1.  Atlanta,  Ga.;  Minneapolis-St .  Paul,  Minn. /Milwaukee,  Wis. 

2.  Denver,  Colo. -Atlanta,  Ga. 

3.  Milwaukee,  Wis .-Cincinnati,  Ohio 
Dismissed  as  a  stale  application,  April  1,  1971 

Seaway  International  Airlines,  Inc.,  Docket  19331,  December  1,  1967 
Chicago,  111. -Detroit,  Mich. /Cleveland,  Ohio 
Dismissed  as  a  stale  application,  April  1,  1971 

Modern  Air  Transport,  Docket  19400,  December  15,  1967 
Miami,  Fla.  and  London,  England 
Dismissed  at  request  of  applicant,  June  3,  1968 

World  Airways,  Inc.,  Docket  19403,  December  15,  1967 

1.  Boston,  Mass. /Hartford,  Conn. /Philadelphia,  Pa. /Washington,  D.  C.I 
Baltimore,  Md.  and  Norway/Sweden/Denmark/Finland/Netherlands/Belgium/ 
Luxembourg/Switzerland/Austrla/Yugoslavia/Greece/Turkey 

2.  Miami,  Fla.  and  London,  England 
Hearing  being  held 

Overseas  National  Airways,  Inc.,  Docket  19434,  December  18,  1967 
Miami,  Fla.  and  London,  England 
Dismissed  at  request  of  applicant,  September  17,  1968 

Overseas  National  Airways,  Inc.,  Docket  19435,  December  18,  1967 

Boston,  Mass. /Hartford,  Conn. /Philadelphia,  Pa. /Washington,  D.C./ 
Baltimore,  Md.  and  Norway/Sweden/Denmark/Finland/Netherlands/Belgium/ 
Luxembourg/Switzerland/Austria/Yugoslavia/Greece/Turkey 
Dismissed  at  request  of  applicant,  September  21,  1973 

Overseas  National  Airways,  Inc.,  Docket  19436,  December  18,  1967 

Atlanta,  Ga. /Cleveland,  0. /Dallas,  -Tx. /Denver,  Colo. /Houston,  Tx./ 
Minneapolis,  Minn. /St.  Paul,  Minn. /New  Orleans,  La. /Pittsburgh,  Pa./ 
St.  Louis,  Mo. /Seattle,  Wash. /Honolulu,  Haw.  and  England/France/Germany/ 
Italy /Norway /Sweden/Denmark/Finland/Nether lands/Belgium/Luxembourg/ 
Swltzer land/Austria/Yugoslavia/Greece/Turkey 
Dismissed  at  request  of  applicant.  May  9,  1969 
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Overseas  National  Airways,  Inc.,  Docket  19440,  December  19.  1967 
San  Juan,  P.R.  and  points  in  Europe 
Dismissed  at  request  of  applicant.  May  9,  1969 

Executive  Jet  Aviation,  Inc.,  Docket  19454,  December  22,  1967 
Miami,  Fla.  and  London,  England 
Dismissed  at  request  of  applicant,  March  27,  1969 

Air  California,  Docket  20165,  August  30,  1968 

Seattle,  Wash. /Portland,  Ore.  and  San  Francisco/Oakland/San  Jose/ 
Burbank/Los  Angeles/Long  Beach/Santa  Ana/Ontario,  Calif. 
Hearing,  application  denied.  May  12,  1970 

Trans  International  Airlines,  Inc.,  Docket  20535,  December  5,  1968 

Atlanta,  Ga. /Baltimore,  Md . /Birmingham,  Ala. /Boston,  Mass . /Chicago,  I 
Cleveland,  111. /Dallas,  Tx. /Detroit,  Mich. /Hartford,  Conn/New  Orelans 
La. /New  York,  N.Y. /Newark,  N.J . /Philadelphia,  Pa  . /Pittsburgh,  Pa./ 
Portland,  Ore. /Seattle,  Wash,  and  Hilo,  Haw. /Honolulu,  Haw. 
Dismissed  for  lack  of  prosecution,  March  27,  1969 

Universal  Airlines,  Co.,  Docket  20824,  March  18,  1969 

Los  Angeles/Ontario/Long  Beach,  Calif;  Honolulu,  Haw.;  Portland,  Ore.; 
Seattle,  Wash.;  Tacoma,  Wash.;  Milwaukee,  Wis.;  Chicago,  111.;  Detroit, 
Mich.;  Boston,  Mass.;  Hartford,  Conn.;  New  York,  N.Y.;  Philadelphia,  Pa.; 
Washington,  D.  C;  Baltimore,  Md . ;  Orlando,  Fla.;  Miami,  Fla.;  Atlanta, 
Ga.;  Marietta,  Ga.;  St.  Louis,  Mo.;  Dallas,  Tx.;  Fort  Worth,  Tx . ;  Denver 
Colo.;  and  Los  Angeles/Ontario/Long  Beach,  Calif. 
Dismissed  as  a  stale  application,  January  18,  1973 

Universal  Airlines,  Co.,  Docket  20825,  March  18,  1969 

Boston,  Mass. /Hartford,  Conn.;  New  York,  N.Y.;  Philadelphia,  Pa.; 
Washington,  D.  C;  Baltimore,  Md.;  Orlando,  Fla.;  Miami,  Fla.;  and 
points  in  western  Europe 
Dismissed  as  a  stale  application,  January  18,  1973 

Air  California,  Inc.,  Docket  21256,  July  29,  1969 

1.  Santa  Ana  and  San  Francisco,  Calif. 

2.  Ontario  and  Oakland,  Calif. 

3.  Burbank  and  Oakland,  Calif. 

4.  Palm  Springs  and  San  Francisco,  Calif. 

5.  San  Diego  and  Oakland,  Calif. 

Dismissed  at  request  of  applicant,  June  10,  1970 

Puerto  Rico  International  Airlines,   Inc.,  Docket  22755,  November  13,  1970 
Santo  Domingo,  D.R.;  Mayaguez,  P.R.;  Ponce,  P.R.;  San  Juan,  P.R.; 
St.  Thomas,  V.I.;  St.  Croix,  V.I.;  Tortola,  B.V.I. ;  St.  Maarten,  N.W.I. ; 
Dominican,  B.W.I.;  St.  Lucia,  B.W.I. ;  Barbados,  B.W.I. ;  St.  Vincent, 
B.W.I.;  Grenada,  B.W.I. ;  Tobago,  Trinidad;  and  Port  of  Spain,  Trinidad 
Dismissed  as  a  stale  application,  July  5,  1974 
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Pilgrim  Aviation  and  Airlines,  Inc.,  Docket  2285A,  December  7,  1970 

Boston,  Mass.;  Providence,  R.I.;  Hartford,  Conn.;  New  York,  N.Y.; 
Newark,  N.J.;  Trenton,  N.J.;  Philadelphia,  Pa.;  Wilmington,  Del.; 
Baltimore,  Md.;  and  Washington,  D.C. 
Hearing  terminated  (VTOL) ,  February  9,  1971 

Ransome  Air,  Inc.,  Docket  22856,  December  7,  1970 

New  York,  N.Y.;  Newark,  N.J.;  Trenton,  N.J.;  Philadelphia,  Pa.; 
Wilmington,  Del.;  Baltimore,  Md.;  and  Washington,  D.  C. 
Hearing  terminated  (VTOL),  February  9,  1971 

Mackey  International,  Inc.,  Docket  25546,  May  16,  1973 

Tampa,  Fla./St.  Petersburg,  Fla.;  Plam  Beach,  Fla.;  Fort  Lauderdale,  Fla.; 
Miami,  Fla.;  Havana,  Cuba;  Bahama  Islands;  and  the  Turks  and  Caicos  Islands 
No  action-Pending 
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Question  21.  What  are  the  passenger  mile  costs  (by  carrier)  in  the  follow- 
ing markets:  San  Francisco-Hawaii;  New  York-Hawaii;  San  Francisco-New  York; 
New  York-Puerto  Rico?    What  are  the  load  factors  (by  carrier)  in  each 
of  those  markets? 

CAB  Response  to  Question  21: 

This  question  answered  to  the  extent  that  data  was  available 
or  could  be  assembled. 

Average  costs  per  passenger-mile  for  Ma in land -Hawaii  service  is 
computed  at  3.80  cents  for  the  year  1974  as  forecast  from  data  shown 
in  Appendix  A,  Page  51,  of  the  Bureau  of  Economics  Brief  to  the 
Administrative  Law  Judge  in  Docket  254  74  (Hawaai  Fares  Investigation) . 
Further  supporting  detail  is  provided  by  the  Bureau's  Brief  and  other 
exhibits  filed  in  this  Docket. 

Load  factor  data  in  Hawaiian/mainland  non  stop  markets  for  1972 
and  1973  are  provided  in  the  Revised  Direct  Exhibits  BE-D,  D-UO, 
D-202,  D-203,  D-203A  and  D-242.   Load  factor  data  for  New  York-San 
Francisco  and  Honolulu-San  Francisco  for  FY  19  74  can  be  found  in  the 
IBM  tabulation  provided  in  response  to  question  y;fl6. 

Since  the  latest  phase  of  the  Mainland/Puerto  Rico  Virgin  Islands 
Fare  Investigation  (Docket  24353)  concerning  among  other  things  costs 
is  in  the  early  stages,  reliable  passenger-mile  costs  for  New  York/ 
Puerto  Rico  are  not  available.   Cost  data  for  that  market  could  be 
provided  in  the  near  future.   Load  factor  data  by  carrier  are  provided 
for  the  New  York/Puerto  Rico  market  for  1971,  1972  and  1973  calendar 
years  and  FY  19  74. 


J_   The  Civil  Aeronautics  Board  appended  extensive  exhibits  from  the 
Hawaii  Fares  Investigation.  CAB  docket  25474,  to  its  response  to 
Question  21.   This  material  has  been_omitted;  it  may  be  found  on 
file  at  the  CAB. — Subcommittee  note  / 
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PASSENGER  AND  TON  LOAD  FACTORS 

BETWEEN  NEW  YORK  CITY  AND  SAN  JUAN,  PUERTO  RICO 

SCHEDULED  SERVICE  OF  CERTIFICATED  ROUTE  AIR  CARRIERS 

CALENDAR  YEARS  19  71  THROUGH  19  73 

AND  FISCAL  YEAR  19  74 


Time  Period 


19  74  Fiscal  Year* 


19  73  .Calendar  Year 


19  72  Calendar  Year 


19  71  Calendar  Year 


Passenger 

Ton  load 

Carrier 

load  factor  1/ 

factor  2/ 

(Percent) 

(Percent) 

American 

70*89 

53.18 

Eastern 

64.19 

52.32 

Pan  American 

57.26 

44.89 

American 

64.38 

49.08 

Eastern 

61.36 

49.90 

Pan  American 

58.32 

44.09 

American 

65.69 

46.61 

Eastern 

60.49 

44.17 

Pan  American 

57.85 

41.31 

American  3^/ 

55.41 

39.70 

American  +  Trans  Caribbean 

54.61 

39.71 

Eastern 

58.25 

41.76 

Pan  American 

54.92 

40.70 

Trans  Caribbean 

y 

48.50 

39.86 

*  These  data  are  restricted  as  to  disclosure  and  release  by  section  19-6  of  Part 
241  of  the  Board's  Economic  Regulations.   That  section  states  in  part  that 
these  data  shall  not  be  disclosed  prior  to  12  months  following  the  close  of 
the  calendar  year  to  which  the  data  relate,  except:  (1)  to  parties  to  a 
proceeding  before  the  Board  when  certain  conditions  are  met;  (2)  to  agencies 
and  components  of  the  U.  S„  Government;  and  (3)  to  such  other  persons  as  the 
Board  may  determine  to  be  in  the  public  interest.   Therefore,  the  fiscal 
year  1974  data  in  the  table  are  subject  to  restriction  on  disclosure  until 
January  1,  19  76. 

\l    Percentage  of  available  seats  which  are  occupied  by  revenue  passengers. 

II  Tons  of  revenue  traffic  transported  (passenger  and  non-passenger  traffic) 
as  a  percent  of  total  ton  capacity  available  for  the  carriage  of  revenue 
traffic. 

2/  Excludes  operations  of  Trans  Caribbean  which  merged  with  American  on 
March  2,  1971. 

4/  Covers  operations  only  from  January  1  through  March  2,  1971.   On  that  date 
Trans  Caribbean  merged  with,  and  was  absorbed  by,  American  Airlines. 

Source:   CAB  Form  41  Service  Segment  Data,  January  1971  through  December  1973. 

Market  Data  Section 

Statistical  Data  Division 

Bureau  of  Accounts  and  Statistics 

January  22,  1975 
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Question  22. 


Please  provide  a  formula  that  relates  average  cost  per  passenger 
mile  to  average  load  factor.   If  this  cannot  be  provided,  then  de- 
scribe what  would  happen  to  passenger  mile  costs  if  load  factors 
increased  to  60  percent.   To  65  percent.   To  70  percent. 


CAB  Response  to  Question  22. 

On  a  short  analysis,  any  increase  in  traffic  on  existing 
flights  would  generate  costs  equal  to  approximately  10  percent  of 
the  revenue  generated  by  this  additional  traffic.   Such  added 
expense  would  be  for  food,  sales  commission  and  traffic  liability 
insurance.   On  a  long  run  analysis,  any  increase  in  traffic  on 
existing  flights  would  generate  costs  approximately  equal  to  30 
percent  of  the  revenue  generated  by  this  additional  traffic.   In 
addition  to  food,  sales  commissions  and  traffic  liability  insurance 
such  long  run  added  costs  wou]-d  be  for  traffic  handling  and 
reservation  and  sales  costs.   This  answer  assumes  that  the  revenue 
yield  on  the  new  traffic  reflects  the  average  normal  yeild  for  the 
entire  flight (s) . 
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SUPPLEMENTAL  QUESTION  2  TO  INITIAL  QUESTION  22 


The  relative  importance  of  capacity  and  traffic  costs  at  various  passenger 
trip  distaaces  for  various  equipment  groups  are  indicated  in  the  following 
tabulation.   All  of  these  results  reflect  a  standard  55  percent  load  factor  and 
are  based  on  1973  operations  of  the  domestic  trunks. 


Aircraft  Group 

Passenger 
Trip  Distance 

As  A  7o  Cf  Total  Operating  Expense   | 

Capacity 
Costs 

Traffic 
Costs 

Wide-bodied,  4-Engine,  Turbofan 
500 
1000 
1600 

59.1% 

59.2 

59.3 

40.9% 

40.8 

40.7 

Wide-bodied,  3-Engine,  Turbofan 
500 
1000 
1600 

58.4 
59.2 
60.2 

41.6 
40.8 
39.8 

Regular-bodied,  4-Engine,  Turbojet 
500 
1000 
1600 

64.3 
64.9 
65.6 

35.7 
35.1 
34.4 

Regular-bodied,  4-Engine,  Turbofan 
500 
1000 
1600 

62.7 
63.8 
64.0 

37.3 
36.2 
36.0 

Regular-bodied,  3-Engine,  Turbofan 
500 
1000 
1600 

63.1 
64.5 
65.2 

36.9 
35.5 
34.8 

Regular-bodied,  2-Engine,  Turbofan 
500 
1000 
1600 

62.3 
64.1 
68.3 

37.8 
35.9 
31.7 
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Capacity  costs  are  costs  which  generally  do  not  vary  with  traffic  assuming 
an  existing  flight  pattern  while  traffic  costs  arc  those  that  vary  with  traffic. 
Thus  any  change  in  load  factor  assuming  no  change  in  the  existing  flight  pattern 
would  affect  only  traffic  costs.   The  traffic  costs  indicated  in  the  above 
tabulation  refer  to  traffic  costs  which  would  be  affected  in  a  long  run  analytical 
situation.  As  indicated  in  this  tabulation,  there  is  a  tendency  for  traffic  costs 
to  decline  slightly  in  relative  importance  as  the  length  of  the  trip  increases. 
Therefore,  for  any  increase  in  load  factor  there  would  be  a  tendency  for  it  to 
have  a  slight  bit  more  impact  in  short  rather  than  long  haul  markets.   On  a  short 
run  analysis  basis,  the  traffic  costs  that  would  be  affected  such  as  food, 
liability  insurance  and  sales  commissions,  are  all  distance  related.   Therefore 
any  change  in  load  factor  would  probably  affect  all  distances  with  relatively  the 
same  impact  assuming  a  short  run  analytical  situation. 
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SUPPLEMENTAL  QUl'STION  3  TO  INITIAL  QUESTION  22 


Attached  are  examples  of  detailed  cost  printouts  for  the  following 
passenger  trip  distances  and  equipment  groups. 


Passenger  Trip  Equipment 

Distance  (in  miles)  Type 

500  Turbofan,  2 -Engine 

1000  Turbofan,  3 -Engine 

Regular-bodied 

1600  Turbofan,  4-Engine 

Regular-bodied 

2500  Turbofan,  4-Engine 

Wide-bodied 


These  results  are  for  the  domestic  operations  of  the  trunks  with  the 
cost  inputs  based  on  1973  data.   The  passenger  trip  cost  outputs  are  estimates 
based  on  the  cost  methodology  employed  in  the  Domestic  Passenger  Fare  Investi- 
gation. 
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Question  23. 


What  value  of  passenger  time  per  hour  of  delay  is  implicit  in 
the  present  airline  fare  structure?   To  what  extent  has  the  CAB, 
in  setting  policy,  taken  into  account  recent  academic  studies 
cOf  this  matter  or  its  own  comparable  studies? 


Response  to  Oucr.Lion  23 

The  Board  is  not  aware  of  any  studies  which  definitively 
establish  the  value  of  pasKcnger  time  per  hour  of  delay  implicit 
in  the  present  structure  of  passenger  fares.   In  the  Board's 
examination  of  the  domestic  fare  structure  in  Phase  9  of  the 
Domestic  Passenger  Fare  Investigation,  Docket  21866-9,  the  Board 
considered  only  the  evidence  of  record  and  other  data  officially 
noticed  in  its  decision  therein. J_/   In  that  proceeding,  the 
Department  of  Transportation  argued  that  the  value  of  passenger 
time  per  hour  of  delay  should  be  utilized  in  determining  how  to 
apply  the  Board's  overall  load  factor  standard  for  fare  structure 
purposes.   The  Board  addressed  DOT 's. load  factor  proposal  as 
follows: 

"dot's  analysis  which  ...  attempts  to  define 
a  reasonable  trade-off  betv;een  fares  and  quality 
of  service  from  the  passenger ' s  viewpoint,  has 
considerable  theoretical  merit.   However,  its 
application  depends  on  a  determination  of  the  value 
passengers  place  on  their  time,  and  the  record  is  not 
sufficient  to  support  any  findings  on  this  crucial 
element  of  DOT ' s  analysis."^/ 


II      See  Orders  74-3-S2  (March  18,  1974)  and  74-12-109  (Oecember  27, 
1974). 

2/      Order  74-3-82,  Opinion,  p.  4-2.   It  ma/  be  noted  that  even 
dot's  ovm  fare  proposal  in  tliat  case  was  geared  to  a  cost 
structure  which  did  not  reflect  DOT ' s  theory  as  to  the  application 
of  load  factor  standards  for  fare  structure  purposes. 
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Question  24. 

In  the  case  of  an  application  for  new  entry,  does  an  applicant's  Intent 
or  desire  to  charge  lower  fares  than  existing  carriers  count  as  a  factor 
in  favor  of  his  application?   List  cases  in  which  this  is  so.   Does  it 
count  as  a  factor  against  his  application?   List  cases  in  which  this  is  so. 

Question  25. 

List  any  cases  in  which  the  CAB  permitted  entry  in  part  in  order  to  en- 
courage the  airlines  to  file  for  lower  fares. 


CAB  Responses  to  Questions  24  and  25. 

The  disposition  of  a  carrier's  application  for  new 

entry,  which  ordinarily  comes  about  in  the  context  of  a  request  by  an 

existing  carrier  for  extension  into  a  new  geographic  area,  involves  a 

number  of  considerations.   An  applicant's  intent  to  charge  lower  fares,  and 

the  likeliliood  that  such  fares  would  be  implemented,  do  serve  as  factors 

favoring  the  application,  although  such  factors  may  be  outweighed  by 

other  considerations.   The  Board's  major  decision  in  the  Transpacific  Route 

Investigation  (International  Phase),  Docket  16242,  is  an  example  of  the 

Board's  decisional  approach  in  this  regard.   In  that  case  the  Board's 

selection  of  Continental  Air  Lines  as  a  competitive  carrier  serving 

Hawaii  and  the  South  Pacific  was  predicated,  in  part,  on  Continental's 

historical  position  as  "an  extremely  vigorous  competitor  when  placed  in 

competition  with  carriers  many  times  its  size  .  .  .  [and]  a  low-cost 

operator  .  .  .  [with  a]  .  .  .  policy  ...  to  share  its  low  cost  with 

its  passengers  by  aggressively  pushing  economy  and  promotional  fares.  .  .  ." 

See  Board  Decision  of  November  18,  1968,  p.  25,  attached  to  Order  68-17-105, 

served  December  19,  1968.   (The  selection  of  Continental  to  serve  the  South 

Pacific  route  was  not  approved  by  the  President  and,  eventually,  American 

Airlines  was  selected  to  operate  this  route.)   See  also  New  England  Service 

Investigation,  Order  74-7-70,  July  17,  1974,  p.  18,  C.f . ,  Alaska-Alaska 
Coastal  Merpor  Case.  48  CAB  320,  334  (1968). 

In  one  case.  Service  to  Puerto  Rico  Case,  Docket  7375,   an  applicant's 

intent  to  file  lower  fares  was  a  key  decisional  factor  favoring  the 

certification  of  an  entirely  new  carrier.   In  that  case.  Trans  Caribbean 

Airways,  then  a  large  irregular  carrier,  was  certificated  as  a  third 

New  York-San  Juan  scheduled  airline  specifically  to  provide  low-fare 

service.   See  Service  to  Puerto  Rico  Case,  26  C.A.B.  72  (1957).   Similarly, 
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-  2  - 
the  Board's  continued  support  for  the  supplemental  carriers  (previously 
called  large  irregular  carriers)  has  rested,  in  part,  on  a  desire  to 
encourage  lov>/  cost  scheduled  and  charter  service.   See,  by  vay  of  example, 
Large  Irregular  Air  Carrier  Investigation,  22  C.A.B,  838,  especially 
pp.  860  et  seq.  (1955)  and  Transatlantic  Charter  Investigation,  AO  C.A.B. 
233,  253-256  (1963) .   However,  the  encouragement  of  the  supplemental 
carriers  has  traditionally  been  viev/ed  as  only  one  aspect  of  the  Board's 
more  general  responsibility  to  encourage  and  develop  an  overall  air 
transportation  system  in  the  public  interest. 

We  know  of  no  case  in  which  the  Board  has  expressly    found  that 
an  applicant's  intent  to  charge  lower  fares  should  count  as  a  factor 
against  its  application.   However,  in  weighing  the  application  of  any 
carrier  (or  group  of  carriers)  for  new  authority,  including  carriers 
proposing  to  provide  lower  fares,  the  Board  considers,  as  one  factor, 
the  probable  diversion  of  revejiues  .from  existing  Xartiers ,  and  the  effect 
of  that  diversion  on  Federal  subsidy  payments  and  the  possible  impairment 
of  the  ability  of  existing  carriers  to  continue  to  serve  their  own  routes, 
including  those  cities  on  their  routes  which  they  may  serve  at  a  loss. 
The  Board's  decision  in  the  Transcontinental  Coach-Type  Service  Case, 
14  C.A.B.  720  (1951),  is  an  example  of  the  decisional  approach  in  this 
regard.   In  that  case  the  Board  found  that  the  need  for  a  balanced  air 
transportation  system,  coupled  with  the  existence  of  air-coach  service 
at  fares  only  sliglitly  above  thofic  proposed,  justified  the  denial  of 
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applications  by  four  irregular  carriers  to  provide  specialized  low-fare 
passenger  service  in  certain  choice  transcontinental  markets.   This  is 
not  to  suggest  that  the  proffer  of  lower  fares  must  necessarily  serve 
to  increase  diversion,  however,  since  a  low  fare  proposal  may  serve, 
instead,  to  stimulate  new  traffic.   in  one  proceeding,  which  is  now 
pending,  the  intent  of  a  foreign  transatlantic   carrier  to  charge  rates 
substantially  below  the  prevailing  level  for  a  non-reservation  limited 
capacity  service  is  one  of  the  sharply  contested  issues  in  the  proceeding 
Laker  Airways,  Foreign  Air  Carrier  Permit,  Dockets  25427  and  25457. 
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Question  26: 

Please  list  those  route  purchase  or  exchange  arrange- 
ments that  the  CAB  has  approved.   Will  such  arrangements 
not  lead  to  higher  fares  due  to  the  airlines  need  to  cover 
purchase  costs?  Will  it  build  up  a  vested  interest  on  that 
route  in  freedom  from  competition?  Why  has  the  CAB  not, 
instead,  simply  allowed  airlines  wishing  to  enter  a  new 
route,  permission  to  do  so?   Does  it  recognize  a  vested  or 
ownership  interest  in  a  route  on  the  part  of  the  selling 
carrier? 
CAB  Response  to  Question  26, 

There  has  been  an  historic  right  of  Federally  certificated  carriers 

to  dispose  of  their  properties  as  long  as  such  disposal  is  consistent 

with  the  public  interest.  United  States  v.  Resler,  313  U.S.  57  (1941) 

and  Stearn  v.  United  States,  87  F.  Supp.  596  (W.D.  Va.  1949),  and 

route  transfers  are  expressly  contemplated  by  section  401(h)  of  the 

Federal  Aviation  Act.    Such  transfers  were  numerous  in  the  1940s 

and  1950s,  in  a  period  when  trunk  airlines  were  transferring  small 

traffic  generating  points  to  local  service  airlines,  but  very  few  route 

transfers  have  been  approved  by  the  Board  in  the  more  recent  period. 

One  example  of  a  recent  case  is  the  transfer  of  Eastern  Air  Lines' 

Louisville,  Ky, -Huntington,  W.  Va. -Charleston,  W.  Va. -Washington,  D.C. 

authority  to  Piedmont  Aviation,  Piedmont/Eastern  Route  Transfer, 

Order  72-11-22,  November  7,  1972. 
_/ 
As  listed  in  the  margin,   several  route  transfer,  exchange,  or 

purchase  proposals  are  now  pending  before  the  Board  in  various  stages  of 

processing.   Each  of  these  proposals  is  somewhat  different  and  may 

involve  either  a  mutual  exchange  of  route  authority,  a  mutual  suspension 


_/  American-Frontier  Route  Exchange,  Docket  25397;  American-Airwest 
Route  Exchange,  Docket  25881;  American-Pan  American  Route  Exchange, 
Docket  26245;  Delta-TWA  Route  Transfer,  Docket  26479;  Eastern-Ozark 
Route  Transfer,  Docket  26668;  Pan  American-Western  Route  Transfer, 
Docket  27104.   On  the  other  hand,  there  have  been  several  air  carrier 
merger  approved  in  recent  years,  e.^.  ,    Delta-Northeast  and  American- 
Trans  Caribbean. 
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or  termination  of  authority,  or,  simply,  the  purchase  of  active  or 
unused  route  authority.   Final  Board  decision  on  some  of  these 
proposals  can  be  expected  before  the  close  of  Fiscal  1975. 

If  approved,  route  transfer,  purchase,  or  exchange  arrangements 
will  not  lead  to  higher  fares  because  of  the  capitalization  of  purchase 
costs.   To  begin  with,  route  transfers  are  designed  fundamentally  to 
improve  overall  efficiency  of  operation  by  replacing  existing  authority 
with  authority  which  can  be  operated  in  a  more  economical  manner. 
Furthermore,  many  route  exchanges  do  not  involve  purchase  costs,  but 
only  an  exchange  of  existing  authority.   Finally,  the  Board  has  an 
established  practice  of  conditioning  the  approval  of  acquisitions 
(whether  in  merger  or  transfer  cases)  to  avoid  higher  fares.   The 
form  of  these  conditions  has  varied  somewhat  but  they  have  basically 
provided  that  any  excess  of  the  agreed  purchase  price  over  the  net 
book  value  of  the  transferred  tangible  assets  (as  recorded  by  the 
transferring  carrier)  shall  not  be  recognized  or  claimed  by  the 
transferee  for  ratemaking  or  other  regulatory  purposes.   See,  e.^. , 
United-Western  Acquisition  Air  Carrier  Property,  8  C.A.B.  298  (19A7); 
American-Trans  Caribbean  Merger  Case,  70-12-161,  December  18,  1970; 
Delta-Northeast  Merger  Case,  Order  72-5-73,  April  24,  1972. 

A  carrier's  certificate  authority  is  not  absolute  but  may  be 
altered,  amended,  modified,  or  suspended  by  the  Board  as  the  public  con- 
venience and  necessity  require,  and  may  be  totally  revoked  for  violating  the 
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_/ 

Act  or  the  Board's  rules.    Nonetheless,  the  carrier  has  vested,  valuable 

interest  in  the  authority  which  it  has  been  awarded,  and  which  it  has 

operated.   Such  an  interest  is  implicitly  recognized  in  the  very  concept 

of  a  route  transfer,  and  in  the  procedures  in  the  Act  which  Congress 

has  carefully  set  out  for  the  Board  to  follow  in  cases  of  suspension 

or  revocation  (section  401(g)).   See,  e.^.  ,    C.A.B.  v.  Delta  Air  Lines,  Inc. 

367  U.S.  316  (1961). 

Certain  of  the  pending  route  transfer  cases  would  add  competition 
immediately.   For  example,  the  Delta-TWA  Route  Transfer,  if  approved, 
would  place  Delta  into  the  Atlanta-Nashville  market  now  served  by  Eastern 
and  Southern.  On  the  other  hand,  approval  of  the  Pan  American-American 
arrangement  would  result  in  the  elimination,  for  the  present,  of  U.S. -flag 
competition  in  the  Southern  Pacific  since  the  routes  of  the  two  carriers 
are  largely  parallel.   However,  it  does  not  follow  that  a  transferee- 
carrier  obtains  with  the  transferred  authority  a  "vested  interest  on 
that  route  in  freedom  from  competition"  and  the  Board,  with  the  approval 
of  the  President,  would  retain  the  ability  to  restore  competition  by 
certificating  a  second  U.S. -flag  carrier  at  any  time. 

Applications  for  approval  of  route  transfer  or  exchange  arrange- 
ments and  applications  for  route  authority  have  somewhat  different 
objectives.   In  the  latter  case,  the  carrier  simply  wishes  to  gain  new 
or  improved  authority.   In  the  case  of  a  transfer,  one  of  the  parties 


_/   Section  AOl(i)  of  the  Act  states  in  broad  terms  that  i  certificate 
of  public  convenience  and  necessity  shall  not  "confer  any  proprietary, 
property,  or  exclusive  right  in  the  use  of  any  air  space.  Federal  Airways, 
landing  area,  or  air  navigation  facility"  (emphasis  added) .   It  does  not 
apply  to  a  carrier's  interest  in  a  certificate  of  public  convenience  and 
necessity,  but  is  designed  to  retain  the  ownership  of  air  space  and  air 
facilities  in  the  public. 
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may  wish  to  dispose  of  authority  which  it  believes  has  not  operated  to 
the  benefit  of  its  system,  and,  in  the  case  of  exchanges,  both  parties 
may  seek  to  transfer  what  they  believe  is  undesirable  authority  for 
what  they  have  concluded  is  more  beneficial  authority.   In  both  types 
of  case,  however,  the  Board  exercises  its  respon^bilities  to  approve 
applications  only  insofar  as  those  applications  are  consistent  with  the 
statutory  objectives  outlined  by  Congress,  including  the  promotion  of 
adequate,  economical,  and  efficient  service.   This  is  also  the  reason 
why  the  Board  does  not  simply  allow  all  airlines  wishing  to  enter  a 
new  route  to  do  so. 
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Question  27;- 

Why  has  the  CAB  not  withdrawn  its  permission  for  the  airlines 
to  enter  into  capacity  restriction  agreements  now  that  the  fuel 
shortage  has  eased? 

CAB  Response  to  Question  27. 

Agreements  covering  international  markets.  Several  capacity 
reduction  agreements  covering  international  markets  are  in  effect. 
The  Board's  approval  of  those  agreements  was  predicated  on  fuel 
price  as  well  as  fuel  shortage  considerations.   As  you  are  aware, 
fuel  prices  remain  very  high  and  accordingly  termination  by  the 
Board  of  its  approval  of  those  agreements  would  not  appear  appro- 
priate at  this  time.   (It  might  also  be  noted  that  no  one  opposed 
grant  of  the  applications  seeking  approval  of  those  agreements, 
and  no  one  has  sought  their  termination.) 

Agreements  covering  domestic  markets.  No  domestic  markets  are 
currently  subject  to  capacity  limitation  agreements.  A  joint  appli- 
cation (of  American,  TWA  and  United)  concerning  capacity  reduction 
agreements  covering  23  markets  is  pending  before  the  Board  (Docket 
25990).   Parties  opposing  approval  of  that  application  argue,  among 
other  things,  that  the  Board  should  not  approve  it  because  the  fuel 
shortage  has  eased.   Since  this  precise  issue  has  been  raised  in  a 
pending  case,  comment  on  its  merits  would  be  inappropriate.   However 
the  Committee  will  be  sent  a  copy  of  the  Board's  decision  on  the 
matter  as  soon  as  the  order  issues. 


367 


Question  28 

Are  the  carriers  making  a  "reasonable"  rate  of  return  as  specified 
in  the  DPFI?   If  so,  is  the  Board  still  interested  in*  increasing  carrier 
profitability?   If  not,  please  provide  figures  showing  the  difference 
between  the  allowed  "reasonable"  rate  and  the  actual  rate.    Does  the 
Board  consider  the  "reasonable  rate"  as  a  "guaranteed"  rate?   If  so,  why? 
If  not,  why  not? 


Answer 

In  calculating  rate  of  return,  the  Board  takes  the  50-state  domestic 
data  from  the  trunk  carriers'  Form  41  reports  and  adjusts  these  data  to 
determine  the  return  for  48-state  scheduled  passenger  service.   In  the 
Attachment  this  is  the  "unadjusted"  rate  of  return.   These  data  are  further 
amended  to  disallow  costs  in  conformity  with  DPFI  standards  by  adjusting  for 
standard  seating,  the  55  percent  standard  load  factor,  and  the  removal  of 
the  effect  of  youth,  family,  and  Discover  America  discount  fares.   In  the 
Attachment  this  is  the  "adjusted"  rate  of  return.   A  comparison  of  the 
unadjusted  and  adjusted  rates  of  return  with  the  "reasonable"  rate  of  return 
as  specified  in  the  DPFI  is  shown  below  for  each  period  for  which  the  analysis 
has  been  performed: 

Return  on  Investment 


12  Months  Ended  DPFI  Standard 

June  30,  197  2  12.00% 

September  30,  1972  12.00 

December  31,  1972  12.00 

March  31,  1973  12.00 

June  30,  1973  12.00 

September  30,  1973  12.00 

December  31,  1973  12.00 

March  31,  1974  12,00 

June  30,  1974  12.00 

The  table  shows  that,  had  the  carriers  conformed  to  the  Board's 

standards,  they  would  have  earned  between  10  and  12  percent  rate  of  returr 

on  investment.   Thus,  the  Board  is  giving  the  carriers  the  opportunity  to 


Unadjusted 

Adjusted 

7,35% 

12.16% 

6.52 

10.44 

6.83 

10.13 

6.41 

10.16 

6.17 

12.11 

5.28 

11.38 

6.18 

12.13 

7.12 

10.86 

8.13 

9.95 

1,ab 

T.^9 
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earn  a  "reasonable"  rate  of  return,  but  in  no  way  guarantees  this  rate. 
The  Board  stated  this  objective  explicitly  in  its  opinion  in  Phase  8, 
Rate  of  Return,  of  the  DPFI  (Order  71-4-58): 

"The  rates  of  return  specified  herein  will  be  used  as 
standards  for  measuring  the  reasonableness  of  the 
general  domestic  passenger-fare  level.   They  are  not 
in  any  sense  to  be  regarded  as  guarantees,  that  any 
individual  carrier  will  earn  the  standard  return  in 
any  given  year  or  periods  of  years,  or  that  the  in- 
dustry as  a  whole  will  achieve  the  specified  rates  in 
particular  periods.   Moreover,  as  set  forth  in  more 
detail  in  our  opinion  in  Phase  7  of  this  proceeding, 
the  rates  of  return  will  be  employed  in  conjunction  with 
load-factor  standards  in  such  fashion  that  the  industry 
as  a  whole  will  be  given  an  opportunity  to  earn  the 
prescribed  rates  of  return  for  operations  performed  at 
standard  load  factors." 


Attachment 
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ANALYSIS  OF  DOMESTIC  TRUNK  PERFORMANCE  IN  ACCORDANCE 
WITH  THE  STANDARDS  SET  FORTH  IN  PHASE  7  OF  THE 
DOMESTIC  PASSENGER  FARE  INVESTIGATION 


RPM's  (millions) 

ASM's  (millions) 

Load  Factor  (%) 

Yield  (*) 

Passenger  Revenue 

Operating  Revenue 

Operating  Expense 

Operating  Profit 

Interest 

Earnings 

Tax  (at  48%) 

Net  Income 

Return 

Investment 

Return  on  Investment  (''<■) 
Unadjusted 
Adjusted  DPFI 


June  30, 

•72 

Sept. 

30,  '72 

un- 

un- 

adjusted 

adjusted   adjusted   adjusted 

~^M3T^  -- 

"   89575 

9544  5 

91562 

185449 

170616 

185214 

174418 

50.4 

52.5 

51.5 

52.5 

6.4193 

6.6559 

6.4214 

6.6534 

5998570 

5962246 

6128929 

6091973 

6087103 

6050779 

6206282 

6169326 

5588882 

5213143 

5749200 

5423793 

498221 

837636 

457082 

745533 

147211 

135093 

132788 

125068 

351010 

702543 

324294 

620465 

168485 

337221 

155661 

297823 

182525 

365322 

168633 

332642 

329736 

500415 

301421 

447710 

4483300 

4115959 

4624800 

4287721 

7.35 

6,52 

12.16 


10.44 
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ANALYSIS  OF  DOMESTIC  TRUNK  PERFORMANCE  IN  ACCORDANCE  WITH  THE 
STANDARDS  SET  FORTH  IN  PHASE  7  OF  THE  DOMESTIC  PASSENGER  PARE 
INVESTIGATION 


12  months  ending 

December 

1972 

March  3I, 

1973 

unadjusted 

adjusted 

unad justec 

3   adjusted 

RPM's  (Millions) 

98130 

94189 

99426 

94775 

ASM's  (Millions) 

187973 

179394 

190882 

180527 

Load  Factor  {%) 

52.2 

52.5 

52.1 

52.5 

Yield  (6) 

6.4147 

6.6433 

6.4564 

6.7235 

Passenger  Revenue 

$6294725 

$257220 

$6419331 

$6372165 

Operating  Revenue 

$6375891 

$338387 

$6516049 

$6468883 

Operating  Expense 

5898251 

613054 

6074441 

5741302 

Operating  Profit 

$477640 

$725333 

$441608 

$727581 

Interest 

155100 

146661 

155930 

145982 

Earnings 

$322540 

$578672 

$285678 

$581599 

Tax  (at  485^) 

154819 

277763 

137125 

279168 

Net  Income 

$167721 

$300909 

$148553 

$302431 

Return 

$322821 

$147574 

$304483 

$448413 

Investment 

$4724100 

020311 

$4752000 

$4415073 

Return  on  Investment 
Unadjusted 
Adjusted -DPF  1 

6.83 

10.13 

6.41 

10.16 
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ANALYSIS  OP  DOMESTIC  TRUNK  PERFORMANCE  IN  ACCORDANCE  WITH  THE 
STANDARDS  SET  FORTH  IN  PHASE  7  OF  THE  DOMESTIC  PASSENGER  PARE 
INVESTIGATION 


12  months  ending 


June  30 

,  1973 

Unadjusted 
101417 

Adjusted 

RPM's  (Millions) 

97208 

ASM's  (Millions) 

194722 

176748 

Load  Factor  {%) 

52.1 

55.0 

Yield  (^) 

6.4992 

6.7383 

Passenser  Revenue 

$6591324 

$6550194 

Operating  Revenue 

$6672491 

$6631361 

Operating  Expense 

624699*' 

57^8139 

Operating  Profit 

$425494 

$883222 

Interest 

164272 

148246 

Earnings 

$261222 

$734976 

Tax  (at  48^) 

125387 

352799 

Net  Income 

$135835 

$382188 

Return 

$300107 

$530434 

Investment 

$4860300 

$4380082 

Return  on  Tnvestmer 
Unadjusted 
Adjusted-DPF  1 

it(5^) 

6.17 

12.11 
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ANALYSIS  OP  DOMESTIC  TRUNK  PERFORMANCE  IN  ACCORDANCE  WITH  THE 
STANDARDS  SET  FORTH  IN  PHASE  7  OF  THE  DOMESTIC  PASSENGER  FARE 
INVESTIGATION 

12  months  ending 


September 

30,  1973 

December  31 

,  1973 

unadjusted 

adjusted 

unadjusted 

adjusted 

EPM's  (Millions) 

103512 

99658 

104414 

101097 

ASM's  (Millions) 

203013 

181093 

202253 

183790 

Load  Factor  {%) 

51.0 

55.0 

51.6 

55.0 

Yeild  (?<) 

6.5880 

6.8046 

6.6470 

6.8319 

Passenger  Revenue 

$6819375 

$6781312 

$6940349 

$6906855 

Operating  Revenue 

$6947904 

$6909841 

$7084855 

$7051361 

Operating  Expense 

6585417 

6040390 

6655214 

6132271 

Operating  Profit 

$362487 

$869451 

$429641 

$919090 

Interest 

177186 

159721 

184890 

169610 

Earnings 

$185301 

$709730 

$244751 

$749480 

Tax  (at  48^) 

88946 

340670 

117480 

359750 

Net  Income 

$96357 

$369060 

$127271 

$389730 

Return 

$2735^3 

$528781 

$312161 

$5593^0 

Investment 

$5180769 

$4645186 

$5051656 

$4609415 

Return  on  Investment (^) 
Unadjusted 
Ad  justed -DPFI 


5.: 


11.38 


6.18 


12.13 
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ANALYSIS   OF    DOMESTIC  TRUNK   PERFORMANCE    IN  ACCORDANCE  WITH 
THE    STANDARDS    SET    FORTH    IN    PHASE    7    OF    THE    DOMESTIC 
PASSENGER   FARE    INVESTIGATION 

12  months    ending 


March  31 

,  '74 

June  30 

,  '74 

un- 

un- 

■adjusted 

adiusted 

adiusted   adiusted 

RPM's  (mi: 

Llions) 

105931 

103240 

106957 

104955 

ASM's  (mi: 

Llions) 

197649 

187681 

193780 

190792 

Load  Factor  ih) 

53.6 

55.0 

55.2 

55.0 

Yield  «:) 

6.7398 

6.8893 

6.9932 

7.1065 

Passenger 

Revenue 

7139519 

7112495 

7479758 

7458631 

Operating 

Revenue 

7310623 

7283599 

7671642 

7650515 

Operating 

Expense 

6793701 

6431079 

7037740 

6858461 

Operating 

Profit 

516922 

832520 

633902 

792054 

Interest 

196125 

185449 

2006  26 

194046 

Earnings 

320797 

647071 

433276 

598008 

Tax  (at  48%) 

153983 

310594 

207972 

287044 

Net  Income 

166814 

336477 

225304 

310964 

Return 

362939 

521926 

425930 

505010 

Investment 

5097688 

4804789 

5239736 

5073391 

Return  on 

Investment {%) 

Unadjusted 
Adjusted   -  DPFI 


7.12 


10.86 


8.13 
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Further  Response  to  Question  28 
Submitted  by  the  Kennedy  Committee 

1.  The  attachment  shows  the  R.O.I. ,  adjusted  for  DPFI  standards, 
projected  forward  to  the  twelve  months  ended  September  30,  1975. 

2.  Our  projection  takes  into  account  known  fare  increases,  by  annual- 
izing them  through  September  30,  1975,  and  an  inflation  rate  based  on  unit 
cost  increases  from  the  year  ended  September  30,  1973,  to  the  year  ended 
September  30,  1974,  adjusted  for  subsequent  changes  in  the  economy.   Any- 
one familiar  with  the  techniques  used  in  the  Domestic  Passenger-Fare 
Investigation  would  have  the  technical  feasibility  to  make  such  a  projection. 
However,  considering  the  uncertainty  in  the  economy,  and  the  likelihood  of 
changes  in  traffic  mix,  the  precise  calculations  involved  in  the  annualiza- 
tion  of  the  fare  increases   are  judgments  made  by  the  Board's  staff  and 
would  probably  not  be  duplicated  by  anyone  outside  the  agency.   The  projection 
of  the  inflation  factor  developed  by  comparing  the  most  recent  twelve  month 
period  with  a  comparable  prior  twelve  months  includes  also  a  great  degree  of 
subjective  judgment  which  might  not  be  shared  by  nonagency  persons. 


377 


Projection  of  Domestic  Trunk  Performance 

for  the  Year  Ended  September  30,  1974 

in  Accordance  with  the  Standards  Set  Forth  in  Phase  7 

of  the  Domestic  Passenger-Fare  Investigation 

to  the  Year  Ending  September  30,  1975 

(Dollars  in  Thousands) 


Projected  by  Annualization 

of  Fare  Increases  and 

by  a  10%  Inflation  Factor  1/ 

RPM's  (Millions)  101,195 

ASM's  (Millions)  183,974 

Load  Factor  (%)  55.0 

Yield  (c)  7.8248 

Passenger  Revenue  $7  g^s  352 

Operating  Revenue  $8,125,694 

Operating  Expense  7,534,622 

Operating  Profit  $  591,072 

Interest  214,269 

Earnings  $   376,803 

Tax  (at  48%)  180.866 

Net  Income  $  195.938 
Return 


Investment 


$   410,206 
$5,000,416 


.0.1.  (%)  8.20 


\l      A   five  percent  fare  increase  was  effective  December  1,  1973, 
a  six  percent  fare  increase  was  effective  April  16,  1974,  and 
a  four  percent  increase  was  effective  November  15,  1974.  The 
inflation  factor  net  of  productivity  for  the  year  ended 
September  30,  1974,  over  the  year  ended  September  30,  1973, 
was  14.45  percent.   In  light  of  the  fact  that  the  recession 
in  the  economy  is  expected  to  continue  well  into  1975,  and 
the  "experts"  are  forecasting  inflation  rates  for  1975  of 
about  nine  percent  (Business  Week.  December  21,  1974),  we  feel 
that  the  effect  of  inflation  on  airline  costs  would  likely  be 
about  ten  percent. 
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Question  29. 


Please  list  alj.  applications  by  any  scheduled  airline  to  serve  any 
of  the  100  largest  markets  made  within  the  pa6t  10  years.  Describe 
the  procedural  history  of  each  such  application,  indicating  the 
amount  of  time  elapsed  from  the  point  of  filing  to  the  point  of 
disposition.   What  docket  was  it  placed  upon?   Were  hearings  held? 
What  disposition  was  made  of  the  application?   Indicate  any  such 
applications  that  were  dismissed  as  stale,  along  with  dates  of 
dismissal. 


CAB  Response  to  Question  29. 

(As  restated  in  accordance  with  agreement  reached  with 
Mr.  Phillip  Bakes  on  January  16) 

For  the  top  100  markets  indicate  the  following: 

1.  The  number  of  applications  for  scheduled  airline  service 
and  the  disposition  of  the  application  such  as  grant, 
denial,  dismiss  or  other  such  action. 

2.  For  those  applications  which  were  either  granted  or 
denied,  indicate  the  average  amount  of  time  between 
filing  and  final  Board  action. 

3.  For  those  applications  that  are  still  pending,  indicate 
the  docket  number  and  the  amount  of  time  that  the 
application  has  been  pending  to  date. 


See  attachment  for  answer. 
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Duration  of  the  Applications  Pending 
January  1965  -  December  1974 


Page  1  of  8 


City  Pairs 
Boston  -  New  York 


New  York  -  Washington 


Chicago  -  New  York 


Miami  -  New  York 


Los  Angeles  -  New  York 


Ft.  Lauderdale  -  New  York 
Los  Angeles  -  San  Francisco 


Docket 

Date 

Time  Pending  IJ 

Number 

Filed 

Months 

Days 

20173 

9/  3/68 

76 

17 

24306 

3/14/72 

34 

6 

25768 

8/  3/73 

17 

17 

16261 

6/17/65 

115 

3 

16616 

10/27/65 

110 

23 

17039 

3/  3/66 

106 

17 

17040 

3/  3/66 

106 

,   17 

24783 

9/26/72 

27 

24 

24997 

12/11/72 

25 

9 

15440 

3/  3/66 

106 

17 

22960 

12/29/70 

48 

21 

23004 

1/31/71 

47 

19 

24306 

3/14/72 

34 

6 

24866 

10/26/72 

24 

24 

16261 

6/17/65 

115 

3 

16287 

6/24/65 

114 

24 

26979 

8/22/74 

4 

18 

24306 

3/14/72 

34 

6 

24994 

12/11/72 

25 

9 

24997 

12/11/72 

25 

9 

26634 

4/19/74 

9 

1 

24754 

9/13/72 

27 

7 

24816 

10/10/72 

26 

10 

24994 

12/11/72 

25 

9 

24997 

12/11/72 

25 

9 

25605 

6/  7/73 

19 

13 

25606 

6/  7/73 

19 

13 

25969 

10/11/73 

15 

9 

26980 

8/23/74 

4 

23 

1/  As  of  1/20/75. 
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Duration  of  the  Applications  Pending 
January  1965  -  December  1974 


Page  2  of  8 


City  Pairs 
New  York  -  San  Francisco 

Detroit  -  New  York 


Chicago  -  Los  Angeles 

Las  Vegas  -  Los  Angeles 
New  York  -  Pittsburgh 
Chicago  -  Detroit 

Cleveland  -  New  York 
Boston  -  Washington 

Atlanta  -  New  York 
Buffalo  -  New  York 
Honolulu  -  Lihue 
Chicago  -  Minneapolis 
Hilo  -  Honolulu 


Docket 
Number 

Date 
Filed 

Time 
Months 

Pending  1/ 
;     Days 

2A994 
24997 

12/11/72 
12/11/72 

25 
25 

9 
9 

23900 
24121 
24306 
24957 

10/13/71 
1/13/72 
3/14/72 

11/24/72 

38 
35 
34 
25 

7 

7 

6 

26 

16832 
24306 
24997 

1/  5/66 

3/14/72 

12/11/72 

108 
32 
25 

15 

16 

9 

None 

25768 

8/  3/73 

16 

17 

23900 
24306 

10/13/71 
3/14/72 

39 
34 

7 
6 

24957 

11/24/72 

25 

26 

16261 
16287 
24306 
25768 

6/17/65 
6/24/65 
3/14/72 
8/  3/73 

107 

106 

34 

17 

3 

24 

6 

17 

24778 

9/22/72 

27 

28 

None 

15440 

6/  6/66 

103 

14 

None 

15836 
27205. 
27207 

2/  8/65 
11/27/74 
11/27/74 

119 
1 

1 

12 
23 
23 

1/  As  of  1/20/75. 
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Duration  of  the  Applications  Pending 
January  1965  -  December  1974 


Page  3  of 


City 


Chicago  -  Washington 


Honolulu  -  Los  Angeles 

Chicago  -  St.  Louis 
New  York  -  Tampa 
New  York  -  Rochester 
Chicago  -  Miami 
Honolulu  -  Kahului,  Maui 
Boston  -  Philadelphia 

Chicago  -  San  Francisco 
Boston  -  Chicago 

Los  Angeles  -  Phoenix 

Chicago  -  Philadelphia 
Los  Angeles  -  Seattle 
Dallas/Ft.  Worth  -  New  York 


Docket 
Number 

Date 

Filed 

Time  Pending  ll 
Months     Days 

16357 
24306 
24994 
24997 
26031 

7/26/65 

3/14/72 

12/11/72 

12/11/72 

10/23/73 

113 
34 
25 
25 
14 

24 
6 
9 
9 

27 

27205 
27207 
27212 

11/27/74 
11/27/74 
11/29/74 

1 
1 

1 

23 

.   23 

25 

None 

26979 

8/22/74 

6 

28 

None 

24306 

3/14/72 

34 

6 

None 

16287 
24306 
25768 

6/24/65 
3/14/72 
8/3/73 

114 
34 
17 

26 

6 
17 

None 

23900 
24306 
24946 

10/13/71 

3/14/72 

11/21/72 

39 
34 
25 

7 

6 

29 

25605 
25881 

6/  7/73 
9/12/73 

19 

16 

13 
8 

24306 

3/14/72 

34 

6 

None 

25768 

8/  3/73 

29 

17 

1/  As  of  1/20/75. 
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Duration  of  the  '. rp  •  i cat  ions  Pending 
Janunrv  1965   -   ;:'8Combcr  197A 


Page 


City  Pairs 
'  -  Loa  Apgele;- 


Chicago  -  Clev]and 

San  Francisco  -  Seattle 

New  York  -  V.'cst  Palm  Bead 

Houston  -  New  York 

Los  Angelas  -  '^'ashington 


Docket 

Date 

Time  Pend 

ing  \l 

Number 

Filed 

Months 

Pays 

22960 

12/29/70 

48 

29 

2S233 

2/22/73 

23 

22 

22365 

7/15/70 

54 

5 

24259 

3/  1/72 

34 

19 

24806 

10/14/72 

1  7 

16 

25216 

2/15/73 

23 

5 

25217 

2/15/73 

23 

5 

26520 

3/20/74 

10 

- 

2693'' 

8/  S/74 

5 

12 

10/20/66 

99 

- 

24306 

249^^ 


12/  4/73 


3/14/^ 

:>/.n/^ 


New  York  -  St .  luuis 
Nei.'  York  -  Syr,:cuse 
C:hicago  -  Deiiv.r 
Philadelphia  -  Pittsburjih 
New  York  -  Orlando 
Da lias /Ft.  Worth  -  Los  Angeles 
Honolulu  -  San  Francisco 
Chicago  -  Kansas  City 


24q57 

n/24/72 

25217 

2/1S/73 

25768 

8/  3/73 

None 

26fiS0 

8/23/74 

None 

27124^ 

11/25/74 

1/   As  of  1/20/75, 
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Duration  of  the  Applications  Pending 
January  1965  -  December  1974 


Page  5  of  8 


City  Pairs 
Miami  -  Philadelphia 

Atlanta  -  Miami 

Denver  -  New  York 
Chicago  -  Pittsburgh 
Chicago  -  Dallas 

Boston  -  Miami 
Atlanta  -  Chicago 
Minneapolis/St.  Paul  -  New  York 

Boston  -  Los  Angeles 
Chicago  -  Tampa 
Atlanta  -  Washington 

Detroit  -  Los  Angeles 

San  Francisco  -  Washington 

Chicago  -  Las  Vegas 
Cincinnati  -  New  York 


Docket 
Number 

Date 
Filed 

Time 
Months 

Pending  1/ 
1     Days 

16261 
16287 
24754 

6/17/65 
6/24/65 
9/13/73 

113 

113 

15 

23 
16 

7 

19226 
19390 
20478 

11/  6/67 
12/13/67 
11/19/68 

86 
85 
74 

14 
7 

1 

None 

None 

25216 
25217 

1/26/73 
1/26/73 

23 

23 

24 
24 

24306 

3/14/72 

34 

6 

None 

24957 
26979 

11/24/72 
8/22/74 

26 
4 

24 
28 

23406 

3/14/72 

34 

6 

26979 

8/22/74 

4 

28 

16357 
24778 
26183 

11   8/65 

9/22/72 

12/  4/73 

114 
27 
13 

12 
28 
16 

None 

24994 
24997 

12/11/72 
12/11/72 

25 
25 

9 
9 

None 

26979 

8/22/74 

4 

28 

1/  As  of  1/20/75 
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Duration  of  the  Applications  Pending 
January  1965  -  December  1974 


Page  6  of 


City  Pairs 
Miami  -  Washington 

New  Orleans  -  New  York 
Houston  -  New  Orleans 
Miami  -  Tampa 


Chicago  -  Ft.  Lauderdale 
Columbus,  Ohio  -  New  York 
Portland  -  Seattle 

Charlotte  -  New  York 

Detroit  -  Miami 

Los  Angeles  -  Minn. /St.  Paul 

Chicago  -  Phoenix 

Los  Angeles  -  San  Diego 


Docket 
Number 


16261 
16287 


26183 


Date 
Filed 


6/14/65 
6/24/65 


12/  4/73 


Time  Pending  J./ 
Months     Days 


115 
114 


19439 

12/19/67 

85   ' 

19657 

2/29/68 

82 

21 

20478 

11/19/68 

74  ■ 

20479 

11/19/68 

74 

20480 

11/19/68 

74 

20482 

11/19/68 

74 

20483 

11/19/68 

74 

20487 

11/19/68 

74 

24227 

2/14/72 

35 

24754 

9/13/72 

28 

21198 
21202 
21752 
27124 

7/16/69 

7/17/69 

1/  2/70 

10/29/74 

65 

65 

60 

2 

4 

3 

18 

21 

None 

None 

"None 

None 

25605 
25969 

6/7/73 
10/11/73 

19 
14 

13 
9 

1/  As  of  1/20/75. 
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Duration  of  the  Applications  Pending 
January  1965  -  December  1974 


City  Pairs 
Detroit  -  Washington 

Detroit  -  San  Francisco 

Boston  -  San  Francisco 
Indianapolis  -  New  York 
New  York  -  Raleigh/Durham 
Chicago  -  Cincinnati 
Portland  -  San  Francisco 
Detroit  -  Tampa 
Los  Angeles  -  Philadelphia 
Houston  -  Los  Angeles 
Chicago  -  Houston 

Los  Angeles  -  Portland 
Los  Angeles  -  Sacramento 
Baltimore  -  New  York 

Seattle  -  Spokane 
Atlanta  -  Tampa 


Docket 

Date 

Number 

Filed 

24306 

3/14/72 

24957 

11/24/72 

25323 

3/16/73 

25233 

2/12/73 

26614 

4/17/74 

None 

None 

None 

26979 

8/22/74 

27052 

9/27/74 

24306 

3/14/72 

24306 

3/14/72 

None 

25216 

2/15/73 

25217 

2/15/73 

27124 

10/29/74 

None 

25768 

8/  3/73 

26183 

12/  4/73 

26634 

4/19/74 

None 

19657 

2/29/68 

19390 

11/19/68 

20478 

11/19/68 

20479 

11/19/68 

20480 

11/19/68 

20482 

11/19/68 

20483 

11/19/68 

20487 

11/19/68 

Time  Pending  11 
Months     Days 


1/  As  of  1110115. 
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Duration  of  the  Applications  Pending 
January  1965  -  December  1974 


City  Pairs 
Greensboro/High  Point-New  York 
New  York  -  Norfolk 
Detroit  -  Philadelphia 

Boston  -  Detroit 


Los  Angeles  -  Salt  Lake  City 
Dallas  -  New  Orleans 


Dallas  -  San  Antonio 
Chicago  -  Indianapolis 


Docket 

Date 

Time        _ 

Pending  1/ 

Number 

Filed 

Months    Days 

None 

None 

24306 

3/14/72 

34 

6 

24816 

10/10/72 

27 

10 

17028 

3/  2/66 

106 

18 

15830 

3/  2/66 

106 

18 

17446 

4/28/67 

92 

'  22 

23305 

4/22/71 

43 

28 

24874 

10/27/72 

26 

23 

24932 

11/16/72 

25 

4 

24946 

11/21/72 

24 

29 

24957 

11/24/72 

24 

26 

25881 

9/12/73 

15 

8 

22365 

7/15/70 

53 

5 

24227 

2/14/72 

34 

6 

24767 

9/20/72 

27 

0 

24806 
None 

10/  4/72 

25 

16 

26997 

9/  3/74 

3 

17 

1/   As  of  1/20/75. 


67-378  O  -  76  -  vol. 
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Question  30. 

Does  the  Board  favor  competitive  bidding  as  a  means  for 
providing  air  service  in  areas  of  low  traffic  density? 
If  not,  has  its  position  on  the  matter  changed?  Why? 

CAB  Response  to  Question  30: 

The  Board  transmitted  to  the  Office  of  Management  and  Budget 
a  legislative  proposal  to  test  an  experimental  program  of  competitive 
bidding  by  carriers  for  the  provision  of  air  service  at  small  com- 
munities. The  Congress  did  not  act  on  the  proposal  in  either  session. 
In  the  92nd  Session  the  Senate  Aviation  Subcommittee  held  hearings  on 
such  legislation  but  did  not  issue  a  report.  In  light  of  the  Congres- 
sional reaction  the  Board  does  not  propose,  at  this  time,  to  resubmit 
its  proposal. 
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Question  31. 

Please  provide  us  with  the  following  information  insofar  as  it  is  available 
to  you:   the  occupations,  for  a  period  of  5  years  following  employment  with 
the  Board,  of  Board  members,  bureau  directors,  and  members'  administrative 
assistants.   If  such  persons  are  now  practicing  law,  please  state  whether 
airlines  are  among  their  clients. 


CAB  Response  to  Question  31: 

January  15,  1975 


MEMORANDUM  IN  RESPONSE  TO  KENNEDY  QUESTION  NUMBER  31  .. 

Subject:   CAB  Personnel  Resignations 

It  is  not  possible  to  fully  comply  with  a  request  for  information 
regarding  employment  which  followed  resignations  or  retirements  by  key 
CAB  staff,  assistants  and  MemberSc 

In  instances  where  such  information  is  included  in  press  releases, 
there  is  ready  availability,  but  in  cases  where  personnel  did  not  make 
known  their  future  plans  at  the  time  of  their  resignations,  we  would  have 
no  idea  of  what  happened  to  most  of  them.   There  are  a  few  instances  where 
it  is  remembered  by  some  present  employees  where  retirees  went  to  work, 
and  those  are  marked  on  the  enclosed  press  releases. 

The  press  releases  go  back  to  1942  and  constitute  a  complete  collection 
of  resignations  or  retirements  as  they  exist  in  our  files „ 

These  press  releases  are  categorized  as  "Members,"  "Assistants,"  or 
"Staff." 
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MEMBERS   OF   THE   BOARD:  •«  ^    " 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 

FOR  RELEASE: 

September  1,  19U2. 

The  resignation  of  Dr.  Cear^-e  .',  3al:er,  as  a  l.eir.ber  and 
/ice-Cliairi.ian  of  the  Civil  Aeronautics  Board,  efiective  today, 
v;as  announced  by  the  3oard. 

l)r,  laker  has  been  appointed  Chief  of  the  jlequii'enents 
Zrancli,  !:ilitc.ry  Pla..nin£  Division,  Office  of  the  Quartermaster 
General,  VJar  Department.  Since  last  I'iay  Dr.  BakSr  has  been  on 
loan  from  the  Zoard  to  the  QuarterrAaster  General's  office  v/here 
lie  has  been  directing  some  special  studies. 

Previous  to  Ms  a::)p.  intnent  to  the  Ci-vil  Aer:>nautics 
i:oard  on  Au-ust  U,  IS-CO,  Dr.  Baker  \:^s   Associate  Professor  of 
Transportation  at  the  Harvard  Business  School,  Ke  is  a  member 
of  the  American  Economics  Association  and  the  Institute  of  Aero- 
nautical Sciences,  and  is  the  author  of  "Tlie  Formation  of  tlie 
Nei/  England  Railroad  Systeva"  • 
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CIVIL  . 


CAB   46-31  T'-'I'.DIATr; 

April    2.1,    1945 

Harllee   Branch,    retiri::r,  :>.  r.ter   of   '.ho  Civil  Aeronautics    2o-.rd, 
was    tendered   a   farev/ell   party   laic    today  by    the   staff  of   the  Eoard. 
Vv.    Pranch,    who   has   been   a  Ilember   of   the   Bo;-.-d   since   its   inception   in 
1938,    and  who    is    the  only  LI  ember    io   have   se:  ved    as   Chairr.an   and   Vice 
Chairman,    respectively,    announced   his   resi.T-.ation    several  months    aro, 
effective  ?-:ay   1,    1948. 

Kr.    Branch  v;as   presented  v;ith   a    gold  watch   inscribed    "Vith 
respect  and  admiration   from   the   staff.    Civil   Aeronautics   Board"'   and,    in 
addition,    Joseph   J,    O'Conncll,    Jr.,    Foard   Chainnan,    presented  "Ir ,    Branch 
with   a    scroll,    officially   adopted  by    the   Board,    which    stated,    in   part: 
"That   the   Board  here   record   its   recogiition   and   appreciation 
for   the  outstanding   service  ".vhich  he  has   rendered   to    the 
development  of   tlie    civil   aviation   of   the  United   States,    the 
fine    spirit  of   sincere   devotion    to    the  national   interest 
which  has   characterized  his    service  and   the  oersonal 
affection   and  friendship  which   the  I,!embers   have  for   him." 
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ROD[:^;TTl^V/^cCi 

Robcrf   D.   Ti 


■v-tcrcc;)'  v/us  nc'nc-d  L>y 


ci'ioirinuii  or  |It2  CAS,  ro 


'  placing  Sccor  Brov/na  (DAILY,  f-fb.  20).    Timm,  oF  Olyr.-.pia,  V.crn.,  -.vos  chairmen  of  the  V/os'n- 
inatonStctcUliiitiw:  amri  icn:oortalionConir!;ii::lGn  bc'oi  c  ";••.:!  l-nf  ;-Ji;-'.o  named  liitn  a  CAi;  n:;m-    | 


b';r  in  Dccc;;r;bcr  1970.   Tii  vti':  ci'3v-t!on  io  t.io  en::,:; 
iiccjfi  and  olso  a  rec:;  -  .•.•iiiir:.--.! ,  or  a  rnp!<-.icem<;nt,    I 
lerm  expired  ct  the  ciid  of  1972.    rrv-:n  DAILY  sourci.. 
iolionio   ii  still  Iccding  confencr.r  for  fl'.e  Dciriccrcific  r.. 
seat  is  still  tp  in  llit;  oir.     Ti.T.m's  apfjoinrmont  is  cfrcc; 

'sECOR  d:.ov/n:e  MAisuS  LAST  ^rr;:.c;i  as  CiiAru-'Ai^ 

i.'i  I    i"l     il   I  Ml   Socor  Erov/;v-   ^.v:!:./   (Yu-.J;')')  v/ii 
Board.    Ho  will  odc'rcsc  'he  Air  JMeifiSf  .Voior  Cci;ri;:rs  Com 
c/pected  to  ictvirn  lo  his  crfico  ot  CAB  ii 

'^'s  oiTiciAi:  \<^jl':^^Jlu.'^)".^■■■iC:■\l 

J         While  Mo^;.c^■:.,!C:^r■m;^.^•edAL     : 


icy  for  o  P.f:,-.u'.:>- 

;,..  .  V  ;•  Kcbort  V.k.rph/ v/hosi 
:,....  ._,.i;r.,  Judco  Loe  R.  V/-slcfOk- 
icricn  whih;  the  rcplciccrncnt  for  limrn' 
rridc:y. 


I'jr  sciid  tnfi  V/nit2  H.m.'c  nod  -iOujnt  •;;•    ,i. 
civilicn  post,  buf  iIk:  Scr.c.ie  ovicjiic:;  sihc 

CAB  RUNS  OUT  Ci"  SUiiSlDY  AKJK'EY  F( 

Until  Ccr;c>re;s  ccis  on   -•..•[.f>!'-.!v.'.; 
locol  service  ciriinos  for  fhr^  -■•'•-r.iiv.'; 


OJ 
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ASSISTAOTS  TO  BOARD  MEMBERS: 


CiVIL  Ab.r;OrslAUV;CS  BOARD 

WASHiNGTOr.'.  D.  C. 

FOR  RELEASE: 

July   7,    1S44 

The  Civil  Aeronautics   Board   today  announced   the 
appoint^ient   of   Charles   0.    Gary  ac   hx.cutive  Assistant 
to   the   Chai-mnn   of  the   Board,    renlacins   j.    FrE.ncis 
Reilly,    v.ho    rc^n^nedto   becorae    Public   Utilities    Co:n:-:is- 


R loner    of    the    District    of   Colu:.-.biaT 

Mr.    Gary  v.-as   fornerly  Superintendent    of  Opi-rctxcna 
and   General   Traffic   rana-er  for  Alar;l:a  Airlines   at 
Anchorage,   Alaska.      Prior   to   thic,;-r.    Gary  v.ac   ennloy.d 
by  Ar.ierican  Airlines    m  the   traffic    and   pilot- trainin,? 
divisions    of   tiia  t   organization  in  ;?oston  and  riev;  York. 
:-r.    Gary  attended  rortheastern  University  Scbool 
of  Business    in   Boston,    r'assachusetts ,    and    the   TTasr.cchusett; 
institute   of   Technology  for   special   courses    in  aeronautics, 
A  private   pilot,   he   first   entered  corzaercial   aviation   in 
August    of   1932    m   the   eiv:ploy   of  American   Airlines. 
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CS-/1L /•.  ::;<oh;.    rrfcs  l:,oard 


FOR  RELEASE: 


liar  EDI  ATE 
May   14,    1948 

;hairman  of   the  Civil  Aeronautics   Board, 
'   a,    .ith   extreme  re,-;ret,    the  resignti- 
istant   to    the  ChaiiT.an,    4S   41      ~ 
t^J   to   his   present  post  in   June 
-IS,   and    served   as   his   Executive 
^-■ice   then   he   has   served   as  Executive 
10    stated   that  \:,r.    Gevdrtz  was   leaving, 
;o<itanue  in   the  position,   because  of 
his  desire   to   enter    the  private   ordctice  of   law  in  'Washington. 


CAP    48-10 

Joseph 

J. 

r 

Connell, 

aiinciircrd 

1  ^  ' 

1 

i^   1     ^ 

tion  of   S 

JUIIU   ilj. 

194G   by   f 

Assistant 

U'l  ■ 

1 

J 

u 

J    i , 

As  sir  tan  t 

to 

^ha 

irman 

O'Con 

despite  hi 

s  u 

rg' 

nt 

ini 

•itat. 

Tho  Chainrm  stated  further  that  I'.r.  Gcwirtz  had  agreed  to  remain 
in  his  job  until  June  15,  in  ord-.r  to  provide  a  continuity  on  the  staff 
of  the  Chairr.'-n't  office.  \t  that  time  he  will  be  replaced  by  Paul  Y.'. 
Cherington  v;ho,  since  January  1347,  has  been  CAB  liaison  rtpresentaxive 
to  the  Air  Coordinating  Coririttee  and  Coordinator  of  Special  Investiga- 
tions  for   the    So:;rd, 

r.r.    Cherington,    a  native  of  ?Iev,  York,    atte^ndcd   Phillips   Exeter 
Academy  and   Harvard   College   and  did    graduate  work   in   economics  at  both 
the  Harvard   Business    School   and   Columbia  University.      He   served  briefly 
with  Pan    'me-rican  Africa,    Ltd.    and  with   the   Air    Transport  Command   in 
the   fields   of  operations,    statistical   control,    and   special  plarjiing. 
J?r.    Cherington  v;as    separated  from    the    ".rr.y  Air    Forces   in   the  rank  of 
I'ajor.  -  Previous   to  his   service  v.-ith  the  CAB,  Kr,   Ch'^rington  v/as 
Economic   .■naly-^t   in   1946   for    the   Senate   Surplus   Property  Subcommittee, 


#ff  ### 


i 
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CiV!L  A::-ROr-!.\UT!C  ■-  BO.\RD 

VVASI-llrr/lCN  ZD.  r.i.  c. 


FOR  F,r^L^A5E: 

CAP   50-4?.  Tl'-pDIATE 

July    24,    lli&O 

PAUL  V ■  ciiKRinoio:;  ?f.;ig:'S  ff.c;-  cae 

7ho   Civil    V'jronautics   Hoard  announced    tod:\y   that   Paul  V,'.    Ckerington, 
Executive,  Assir,tont   to    former   Chairman   "^oceph   J.    O'Cona^ll,    Jr.,    is 
resigning   effeotive  July  51,    1950,    to    accept  an  appointment  as    issist^-nt 


Profes.or   of  Research   in   Buniness   Ac'rr.ii-i  strati  on   ut    the  Harvard  Univf-rsi  t  j 


ite  School    of  Fuiinoss   Adninir 


Kr.    Cherington  was   first   employed   by  the   Civil    loron&utics    Boiird 
in   1947   in   tiie  I^urtau   of   Econcraio   Ri -ul-nion.      Frier   to   coming  with   the 
Board  Mr.    Cherin^ton   scrvd  as   an   Economic    Analyst   for    tlie    Surplus 
Property  Comrr.ittee   of    the   United   Stater   Senate. 

■■■:-'e   is  a    ,raduato  of  Harvard  Colle.^e  and   did   graduate  work   in 
economics   at  C.ilunibia  University    -.nd   \t   the   !;:»r  v^rc   3ch;ol   of   ru^inoss 
AdminiftrDtion   before   joining  Pun    ..■nerican   /lirv.ays    in    .frica    in   1942. 
Subae-iu   ntly,   h :.   attained  majority  rank  v;i  th   the   Air    Transport  CoT.-.T.and, 
holdinr,  various     .d-iinistr  itive  posts   in  T.'ashington,   D.    C.    and   abroad 
for  the  duration  of   the  v/ar. 
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:iVlL  AERONAUTICS  BOARD 

-'     WASHINGTON   25.  D.  C. 


FOR  Icia.EASE: 


[•'.-VDIA'F 
February  7  , 


ROBERT  '.-..  Hftmv.c  p:iric.-s  frc-  cab 

The  Civil   Aeronautics   Board  today   announced    the   resignation  of 
Robert  E.    Redding,    confidential    assistant    to   :?ussell    P.   Adaiiis,    former 
member   of   the    ioard   and    now  a   Special   Assistant    to    the  Secretary  of 
State,      "r.    Reddini;   is   entering  the  private  practice  of   law  in  '.".ashington. 


".r.   Redding  is   a   graduate  of  Chio  State  University  and   the  School 
of  Lav;  of  Georj^tov.Ti  University  where  he    also    did    ^rr-iduite  work   in 
taxa^;ion.      During   the  war  he   served  as  Post  Judje   Advocate  at  the    irr.y 
Medical   Center,   7,ashinf;ton,   C.    C. 

,..'.'r,    Rcddin;  was   first   enployed   by   the  Hoard    in    1946   in   the  Rates 
Division   of   the   Bureau  of   La'«,      Subsequently  he   acted   as   legal   assistant 
to   Judge   C.   Rogers   Arundel  1   of   the    lax  Court   of   the   United  States.      In 
July   1948  Kr.    Redding   returned    to   the   5o..rd   to  become    confidtntiil 
assistant  to  ;..r.    AdaiTiS,    a   position  vhich   he   has  held    for  more   than   tv.'o 
years. 
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CIVIL  .-.;£RC.  lAUTiCo  BC^ARD 

WASHINGTON  25.  O.  C. 


/ 


y 

CONFIDrrTI/.L  ASSlSTArIT  TO  VICK  CH.URJ'U-N 

RESIGNS  fro::  boakd 


-,.       xho  Civil  ..eronautics  Board  today  announced  the 
resic.nation  of  Albert  F.  Grisard,  Confidential  Assistant  to 


Vice  Chairman  Oswald  Ryan,  to  enter  the  private  practice  of  law 
in  Washington,  D.C.  .    •■ 

Kr.  Grisard  ent>;red  t^  e  f.mploy  of  the  Board  in  19^3 
as  an  examiner  in  the  Operations  J.e.i^al  Division.   Subsequently- 
he  acted  as  public  counsel  and  t  rial  attorney  in  the  Certificate 
and  Permits  Di-/ision  of  the  General  Counsel's  office.  He  v;as 
named  Confidential  Assistant  to  Vice  Ci;airman  riyan  on  December  1, 
l%a,  which  position  he  has  occupied  since  that  time. 

Yx,  Grisard  is  a  graduate  of  George  v.ashington 
University  and  Columbus  University  Law  School,  ..ashington,  D.C. 
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■•.UT!'-;3  30ARD 


FOR  RF-.l.li^ASE: 


IKI'lEDIATE 
CAD  55-93  December  7,  1955 


CAB  ASSJSTAHT  FRED  DAVIS  RESIGNS 

The  Civil  Aeronautics  Board  today  announced  the 
repienation  of  Frederick  Davis,  Assistant  to  CAB  Member 
Chsn  Gurncy,  effective  December  31,  1955- 

Mr.  Davis  has  accepted  a  position  as  Director  of  the 
Air  Ti-affic  Conference  nnf oroernent  Office,  a  division  ol' 
the  Air  Transport  Association,  in  V,'ashin(;ton,  D.C,   A 


native  of  Sheridan,  Indiana,  V.r .    Davis  entered  service  witl- 
the  CAB  as  an  attorney  on  the  staff  of  the  General  Counsel 
in  I'loveraber,  19U1|.   Since  19i|6,  he  has  served  successively 
as  Assistant  to  Board  Members  Clarence  li.  Younc,  Harold  A. 
Jones,  and  Chan  Gurney. 

He  is  a  graduate  of   Indiana  Law  School  with  the 
decrees  of  I.L.B.  and  J.D.,  and  is  a  Member  of  the  Ef:r 
of  the  State  of  Indiana.   Prior  to  l.'orld  '.'ar  II,  hewas 
engaged  in  private  bi-'siness  in  Indianapolis,  and  before 
coir.ing  with  th.o  Boord,  'p^nt  '-Vo  y-^v    5n  l.hc  Arr^y  Air 
Corps,   '-ir.  Davis  Ijve;-:  '.--...zr,   .-.i:;  -.rxio   i;na  one  aaughtc-r' 
in  Faii-fa.^:  Cour.'ty,  Vir.-.inia. 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25,  D.  C. 


FOR  RELEASE: 


June   13,    1956 


ailBEST  L.   BATES  RESIGNS  FROM  CAB 


The  Civil  Aeronaatica  Board  todcy  announced  that  Gilbert  L,   Bates, 
legal  Advisor   to   lioard  Vice  Chairman  Joseph  P.   Adams   since  March  1951,   has 
resi.-^ed  to   accept   the  poet  of  Associate  Director  of  the  Division  of 
Air  Transport  iiconomiiS' With  the  Air  Transport  Association,   in  '/ashirgton, 
D,    C. ,    effective  July  1,   1956.  ^  — 

ar.   Bates  has  heen  associated  with  the  Civil  Aeronautics  Board  since 
December,   1949,   as  Chief,    International  Rates   Section,   Bureau  of  Economic 
RecLaation  and   sutsequently   as  Acting  Chief  of  Mail  Rates   Section,   Rates 
Division,   B'oreau  of  Air  Operations,  prior  to  his  appointment  as  Assistant 
to  Vice  Chairman  Adams. 


He  is  a  native  of  V/ashington,   D.    C. ,    and  received  hip  B.    A.    decree 
from  Uesleyan  University   in  Mlddletown,    Qonn. ,    attended  Yale  Lav;  School, 
and  receiifed  his  L.   I>.   i.    degree  from  National  University  law   School   in 
'./ashintton,   D.    C.     He  is  a  menhor  of  the  District  of  Columbia  Bar,   and 
of  Phi  Beta  Kappa  honorary  fraternity. 

Mr.    Bates  xvas  employed  by  Harvard  University  Graduate  School  of 
Business  Administration  in  1947  to   co-author  a  study  on  the  effects  of 
competition  on  the  airline   transport   industry,   published  by  hVj-vard  in  1949 
as  a  book   entitled   "Airline  Competition."   Mr,   Bates  is   the' author  of  an 
article  recently  published  in  the  ICorthwestern  University  Journal  of  Air 
Law  and  Commerce  on  the  subject  of   "Current  Chsn^es  in  Trunlcline  Competition, 

,'    Prior  to   his  work  for  Harvard  he  was  employed  by  CaT)ital   Airlines  in 
V.'ashineton  as  Assistant  Director  of  Research  and  Development. 

Mr.    Bates   is  married,   has   two    sons,   and  lives   in  Eethesda,   ::ar:land. 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25.  D.  C. 


FOR  RELEASE: 
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ST.  3-9200  Ext.  3806 


August  20,  1958 


CAB  ASSISTANT  MERVIN  F.  B.IGAN  RESIGNS 

CAB  Member  Harmar  D.  Denny  today  announced  'Vlth  the  deepest 
personal  regret"  the  resignation  of  his  Assistant,  Mervin  P.  Bagan, 
effective  September  15,  1958.   In  accepting  the  resignation. 
Colonel  Denny  stated  that  Mr.  Bagan's  plans  for  the  future  will  be 
announced  at  an  early  date. 

A  native  of  Esthervllle,  Iowa,  Mr.  Bagan  entered  service  with 
thp.  CAB  as  a  Trial  Attorney  on  the  staff  of  the  Bureau  of  Air  Opera- 
tlona  in  April,  1952.  He  was  named  Assistant  to  Colon'el  Denny  in 
July,  19:.5,  Before  coming  to  Washington  in  1952,  he  was  associated 
with  Central  Airlines,  Inc.,  In  Ft.  Worth,  Texas,  and  the  Treasury 
Department  as  an  Internal  Revenue  Agent. 

Mr.  Bagan  is  a  graduate  of  the  University  of  Notre  Dame  with 
degrees  of  LLB  (cum  laude)  and  PhB  in  Business  Administration  (Account- 
ing) ,  and  is  a  Member  of  the  Bar  of  the  State  of  Iowa.  During  the 
war,  he  served  as  a  Lieutenant  in  the  U.  S.  Navy  Amphibious  Forces 
and  actively  participated  in  the  invasions  of  Normandy,  Southern 
France,  Luzon  and  Okinawa. 

Mr.  Bagan  resides  with  his  wife  and  seven  children  in  Silver 
Spring,  Maryland. 
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September  13,  1956 


ROBERT  L.  KUNZIG  RESIGNS  FROM  CAB 


Civil  Aeronautics  Board  Chairman  James  R.  Durfee 
announced  today  that  he  has  accepted  with  deep  regret  the 
resignation  of  Robert  L.  Kunzig  as  Legal  Adviser  and  Assistant 
to  the  Chairman.   Mr.  Kunzig  is  leaving  the  Board  Immediately 
to  accept  a  special  appointment  with  the  Republican  National 
Committee  in  order  to  campaign  for  President  Eisenhower 
throughout  the  country. 

Mr.  Kunzig  came  to  the  Board  as  Assistant  to  former 
Chairman  Ross  Rizley  on  March  1,  1955,  and  has  remained  with 
the  Board  in  the  same  capacity  under  the  chairmanship  of 
Mr.  Durfee.   Chairman  Durfee  referred  to  Kunzig  as  "a  man  of 
great  brilliance,  conscientiously  devoted  to  the  public  service, 
and  an  extremely  loyal  and  efficient  administrator.   Such  men 
are  difficult  to  find,"  said  Mr.  Durfee,  "and  I  am  disappointed 
to  lose  Bob  Kunzig's  services.   However,  I  know  he  will  render 
outstanding  service  to  the  Republican  Party  and  I  congratulate 
Lon  Hall  on  his  fine  selection." 

Prior  to  coming  with  the  Board,  he  served  as  Chief 
Counsel  for  the  House  Coimittee  on  Un-American  Activities  in  ' 
Washington,  D.  C.   A  Phi  Beta  Kappa  graduate  of  the  University 
of  Pennsylvania  and  the  University  of  Pennsylvania  Law  School, 
Mr.  Kunzig  has  been  an  active  member  of  the  Philadelphia,  the 
Pennsylvania,  and  the  American  Bar  Associations.   He  served  with 
distinction  as  an  officer  of  the  U.S.  Army  during  World  War  II 
and  subsequently  was  appointed  Deput^r  Attorney  General  of 
Pennsylvania  by  Governor  James  H.  Duff  during  which  period  he 
also  acted  as  Chief  of  the  Justice  Department's  Anti-Communist 
and  Anti-Subversive  Section  for  the  Go.iimonwealth  of  Pennsylvania. 

He  is  a  native  of  Philadelphia  and  is  married  and  has 
one  daugiiter. 

#  #  #  ,f 
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ST  3-S 


August  6,  1953 


C;j.  Chairraan  Jaman  11,  Durfee  e-teiider:  hearCiest  congratulations  to 
his  e::ecui:ive  sscistant,  r.obrirt  L.  Kunzi^,  on  the  latter's  noninatiqi^, 
today  by  President  CisF.nhovjer  Co  be  a  Conunisfioner  on  the  Foreign  Claims 
Gettlei.ipnl:  Co?ir,-.ission  of  the  United  States.   His  appointLient  ia  subjsct 
tc  r.onfiim^tlon  iiy  -the  Senate,  and  pays  $2G,CC0  a  year. 

The  Foreign  Clai-ns  Settlement  Comn-.ijsion  is  a  quasi- judicial 
independent  I'eceral  Egencv  \jith  jurisdiction  to  deten.iine  clai.a&  of  United 
States  citizens  against  foreign  governraenns  in  certain  instances. 

Kunztg,  a  "epublican,  presently  acts  as  e.'cecutive  director  of  the 
Civil  Aeronautics  Sof.rd  and  has  coordinated  activities  of  the  700-man 
staff  for  ever  three  years.   Ke  is  also  a  i.'inr.er  or  the  Civil  Aeronautics 
Board  honorary  award  for  distinguished  service  to  the  government. 

Durfee  expressed  deep  regret  that- he  uould  lose  Uunzig's  services, 
referring  to  the  Philadelphir.n  as  "a  :-ian  of  great  brilliance, 
conscientiously  devoted  to  the  public  service,  and  an  e>:Crenely  loyal 
and  efficient  administrator." 

During  the  C3rd  Congress,  Kunzig  was  Chief  Counsel  for  the  House 
Corrrriittec  on  Un-A;erican  Activities,  v/here  he  advocated  a  tough,  but 
fair  and  honest  fight  against  co.jrp.unisra. 


iior-E 
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A  Phi  EeCa  ICappa  graduate  of  the  University  of  Pennsylvania  and 
University  of  Pennsylvania  Law  School,  Kunzig  has  been  an  active  member 
of  i:he  Philadelphia,  Pennsylvania,  and  ^nerican  Bar  Associations,   "rom 
1940  to  1953,  he  was  a  Deputy  Attorney  General  of  Pennsylvania  under 
Governors  Duff  and  Fine.   His  Pennsylvania  ler^al  career  includes 
prosecuting  political  crimes,  bribery  and  corruption,  investigating 
ctate-^.'ide  relief  chiseling,  and  many  other  activities  ^Jhich  brought  his 
n?'ne  before  the  public. 

As  co-prosecutcr  of  the  Buchenwald  l.'sr  Crinios  Case,  Kunzig  convicted 
the  notorious  Use  Koch  of  "Iiuman  ekin  for  lamp  shades"  infamy, 

1I2  aerved  x;ith  distinction  as  an  officer  of  the  United  States  Arrry 
during  I.'or'd  Uar  II.   As  an  attorney,  Kunzig  ia  associated  with  the  law 
fi-n  of  ClarU,  L?.dner.  "ortenbaugh  and  Young  in  Philadelphia,  and  is 
presently  on  leave  of  absence  in  government  service.   He  is  married  to 
the  former  Pamela  Chappell  of  Ro::borough,  Penna.,  and  has  two  children. 
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CAB  62-7 
Dudley  2-7951 


IMMEDIATE 
April  17,  1962 


CAB  Chairman  Alan  S,  Boyd  regretfully  announced  today  the 
resignation  of  his  senior  assistant  since  December  1959,  Mr. 
Charles  N.  Biondi. 

Mr,  Biondi  had  committed  himself  to  remain  only  two  years 
with  the  Board,  which  period  ended  last  December.  He  came  to  the 
CAB  with  a  varied  background  of  eighteen  years  in  aviation  in  this 
country  and  abroad,  having  been  an  airline  vice  president,  an  lATA 
conference  secretary,  and  lecturer  in  aviation  law  at  the  University 
of  Virginia. 

Mr.  Biondi 'a  future  plans  have  not  yet  been  determined, 
nor  has  a  successor  been  selected.  He  will  leave  the  Board  after 
close  of  business  on  April  27,  1962. 
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CAB  65-113  IMMEDIATE 

382-6031  SEPTEMBER  17,  1965 


Civil  Aeronautics  Board  Chairman  Charles  S.  Murphy  announced 
today  that  he  had  accepted,  with  regret,  the  resignation  of  his 
Special  Assistant   Michael  J.  Cafferty,  effective  November  1,  1965. 

Cafferty,  a  pilot,  is  a  Comnander  in  the  Naval  Reserve.   He 
seivtd  in  the-  Legislative  Branch  as  Counsel  to  U.  S.  Senator 
Henry  M.  Jackson.   He  Joined  the  Board  April  1,  1961  as  Special 
Assistant  to  the  then  Chairman,  Alan  S.  Boyd. 

IXiring  his  tenure  with  the  Board,  Cafferty  has  assisted  the 
Chairman  in  establishing  policies  in  many  complex  areas,  notably 
in  the  development  of  air  cargo. 

Cafferty  is  leaving  to  join  the  law  firm  of  Lycette.  Diamond  6 
Sylvester  in  Seattle,  Washirigrfln. 


412 


CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.C.     20428 


FOR  RELEASE: 


CAB  68-84 
382-6031 


IMMEDIATE 
AUGUST  8,   1968 


Civil  Aeronautics  Board  Chairman  John  H.  Crooker,  Jr. 
announced  the  resignation  of  Herben  Elish,   35.  his  Administrative 
Assistant.     Mr.   blish  was  appointed  aS  tne  i^ad  Lliairman's  top 
aide  on  February  13,   1967  by  the  then  Chairman  Charles  S.   Murphy. 
Prior  to  that  he  had  held  positions  with  the  Board  of  Assistant 
Director  for  Formal  Proceedings  in  the  Bureau  of  Operating  Rights 
and  Chief  of  the  Bureau's  Legal  Division. 

During  the  1965-66  academic  year,  Mr.  Elish  was  a  Fellow  at 
Princeton  University's  Woodrow  Wilson  School  of  Public  and  International 
Affairs.     He  was  the  CAB's  participant  in  an  academic  program  for 
government  officials.     He  joined  the  CAB  staff  in  1957  after  receiving 
his  law  degree  from  Harvard  Law  School.     In  August,  1959,  he  entered 
private  practice,   returning  to  the  CAB  staff  in  April,   1964. 

In  his  letter  of  resignation,   Mr.   Elish  stated:    "As  you  know,   1 
have  recently  been  offered  a  position  which  will  require  me  to  resign 
as  your  Administrative  Assistant.    The  activities  in  which  I  will  be 
Involved  in  this  position  will  further,   I  believe,   certain  interests 
and  desires  of  mine  which  we  have  discussed  during  the  last  few  months. 

"I  have  fully  enjoyed,  all  of  my  associations  at  the  Board,  with  the 
Members,   their  Assistants,  and  the  staff,  and  I  will  always  regard 
the  period  I  worked  here  as  extremely  rewarding,  both  personally 
and  professionally. 

"I  also  appreciate  the  opportunity  of  working  with  you  during  the 
past  five  months.     It  has  been  very  interesting  and  challenging.  " 
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In  reluctantly  accepting  Mr.   Elish's  resignation,  Chairman  Crooker 
said:    "EXiring  my  few  months  at  the  CAB,  your  outstanding  efforts  have 
contributed  measurably  toward  the  effective  and  expeditious  processing 
of  the  Board's  heavy  workload.     1  sincerely  regret  the  fact  that  the 
Board  is  losing  the  benefit  of  your  exceptional  talents.    We  do,  of  course, 
wish  you  every  success  in  and  gratification  from  your  new  endeavors.  " 

Concurrently,  announcement  was  made  of  the  appointment  of 
Emory  N.    Ellis,  Jr.  ,   (formerly  Assistant  Director  for  Formal 
Proceedings  in  the  CAB's  Bureau  of  Operating  Rights)  as  Mr.   Elish's 
successor. 

Mr.  Ellis,  38,  was  graduated  from  Georgetown  University  in  1952 
and  from  the  Georgetown  University  Law  School  in  1958.  He  served  in 
the  Navy  from  September,   1952  to  December,   1955. 

From  February,   1958  to  May,   1961  Mr.   Ellis  was  in  private  practice. 
He  came  to  the  CAB  as  a  trial  attorney  in  the  Subsidy  Division  of  the 
Bureau  of  Economic  Regulation  and  in  June,   1965  became  Chief  of  the 
Legal  Division  of  the  Bureau  of  Operating  Rights,  and  in  March.   1967, 
became  Assistant  Director  for  Formal  Proceedings  in  the  Bureau  of 
Operating  Rights. 

Mr.   Ellis  is  a  member  of  the  District  of  Columbia  Bar.     He  is 
married  to  the  former  Jean  Hargrove  of  Clinton,   North  Carolina.     They 
have  four  children,   Teresa  Mary,   14;  Christopher  Andrew,  5; 
Timothy  Joseph,  3,  and  Brian  David,  3  months. 
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Preeident  Richard  Nixon  hae  appointed  Webater  B.   Todd,  Jr. 
Executive  Director  of  the  White  House  Conference  on  Acting.     Todd 
has  been  serving  as  special  assistant  to  Civil  Aercnautias  Board 
Chairman  Seaor  D.    Broune. 

In  a  letter  to  Chairman  Browne,  President  Nixon  said:  "The 
White  House  Conference  on  Aging  is  to  be  held  in  llovember  of  this 
year.  Because  the  problems  of  our  older  citizens  ar^  among  the 
most  urgent  facing  the  nation  today,  this  Conference  uill  require 
an  unusual  investment  of  time  and  effort  on  the  part  of  the  best_ 
talent  in  governmenlf.  Mr.  Todd's  particular  background  together 
with  his  exceptional  management  ability  can  make  an  important  - 
contribution  to  the  success  of  the  Conference . " 

In  announcing  Todd's  resignation  from  the  Board,   Broune  said 
"The  Civil  Aeronautics  -Board,   the  aviation  industry  and  the  public 
have  benefited  from  Mr.    Todd's  energies,   abilities  and  fresh  insights. 
He  will  bring  the  same  capabilities   to  the  problems  of  our  older 
citizens.  " 

A  former  state  assemblyman  from  New  Jersey,  Todd  began  his  new 
duties  Monday.  He  and  his  wife.  Sheila,  and  three  children,  live  in 
the  District  of  Columbia. 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 
*  FOR  RELEASE: 

March  2,   19^2 


The  resignation  of  Kdward  S,  Ridley  as  Assistant 
Director  of  the  Economic  Bureau  of  the  Civil  Aeronautics 
Board  was  announced  today.  ^'^.  Kidley  leaves  this  post  to 
assume  new  duties  as  Executive  Vice  President  and  Director  of 
Canadian  Colonial  yiirways,  Inc. 


Born  in  f.ew  Albany,  Indiana,  on  July  16,  lb.9/;,  Mr,  Ridley 
was  grad'oated  from  Indiana  University  in  1918  where  he  received 
his  LLB.  In  1919  he  was  an  attorney  in  the  Department  of  Justice 
and  later  practiced  law  in  Indianapolis  until  1921.  He  then  became 
Cashier  and  later  Vice  President  and  Director  of  the  Anderson 
Banking  Company  until  193-^,  v\4ien  he  became  connected  with  Delco 
Remy  Division  of  General  Motors  Corp.,  Anderson,  Indiana  as  Assist- 
ant to  the  Comptroller, 

In  1938,  '«ir.  Ridley  became  Chief  of  the  Fconomic  Compliartce 
division  of  the  Civil  Aeronautics  Board  and  in  July,  19^0  he  was 
made  Assistant  Director  of  the  Economic  Bureau. 

I'r.  Ridley's  resignation  is  effective  March  1,  19^, 


417 

CIVIL  AER-.-.\.^Ajr 


FC. 


Fcfci'u;\ry    17,    1045 

The    Civil  Aeronautics   Eo'^rd   today  announced   to-  t   c.    Ed- r  rd 
Leasure,    Chief  Examiner   of   the.    Board,    has    resi^jpod    to   ent'r   the 
private   practice    of    lav;    in   V'ashington,    and    that    pra-icis   V'.    Bi'o-^n, 
Assistant    Chief  Examiritr,    will    succeed   .''r.    Leasure    as    Chief 
Examiner,      fir.    Leasurc's   r-^sigiia tion   and   f'r.    Brovn's    promotion 
beccrrie    effective    on   I.'arch    1, 

Mr.    LeaLure   has   been   witl;  the   Board   since   the    Civil   Aeronautics 
Act   v.'ent    into   effect   in   1936,    and  as   Chief  Examiner  has    directed 
the    v/ork   of  the    examining   staff   of   the   Board   in   the    disposition 
of  hundreds    of   applications   for  new  routes,      and   mirnerous    other 
formal   proceedings   before    the   Board.      His   work   has   been    cut- 
standing,    and    the    Board   deeply  regrets   his    resignation,    which    it 
has    accepted   with   reluctance. 

V-r.    Brovn    ;.as   been    one    of    the    Board's    principal    examinei-s 
since    the    creation    of   the    Board    in    1933   and   has    presided  at   ir.cny   of 
its   most    i-portant   liearings.      Prior    to    co-ning  with    the    Board  'T. 
Brown   was   Fxam.iner   for    the    Interstate    Cominerce    Commission's 
Bureau   of   Air    Tail,    the    functions    of  vhich   were    transferred    to 
the    Board  by   the    Civil   Aeronautics   Act    of   1953. 
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I   R     COORDINATING     C   0  i!   ;.l   I    T  T  K  E 


L"- ED  I  ATE 
December   7,    l'J4c 


CHARLES  0.    CARY   SUCC!;T1S   JOHN  V.    SHEK^AN 
AS   E.lECUTIVE  SECRET\ky 


Hie  .-.ir   Ccordin-Ating  CorrLmittee   announced   tod^.y   the  appointment  cf 
Mr,    Charles   0.    Cury   as   Executive   Secretary,    to    succeed  :ir,    John   Shenr.an  v.ho 
has   recently   sut-dtted  his   resignation, 

r.'r.    Gary,    prior    to   his    service  with   the   Govcrn.'nent,  was   employed  by 
i-i-Ticrican    'irlines   in    traffic    and  operations    capacities   and   by  Alusku  Airlines 
as   Superintendent  of  Operations,      In   June   of  1944  he  became  Executive   Assist- 
ant  to   the  Chairman  of  the  Civil   aeronautics    Board,  fr,   L»    '.Yelch  Pogue^    and 
since  I.'ay   of  194G  has  been   Special   Assistant    to  !.'r,    Jolm  Nicholas   Brov.n^ 
•.ssistant  Secretary  cf  tliC  Navy  for    lir  and  Member  of  the  .dr   Coor iin.vting 
Committee,      '■.  native  of  Boston,  'iassachusctts,  y.r..   Gary  attended  Massachusetts 
Institute  of  TccL'iology  and  Northwestern  University, 

I'r.  John  Sherman,  v/ho  has  been  Executive  Secretary  of  the  Corrjnittee 
since  its  reorganization  under  Executive  Order  in  the  fall  of  1946,  has  ac- 
cepted a  position  on  the  staff  of  the  Secretary  of  Defense  where  he  will  act 
as  Secretary  of  the  '.".'r.r.  Council  and  will  be  responsible  for  the  handling  oT 
various  civil  aviition  questions  v.-hich  may  be  referred  to  the  office  of  the 
Secretary, 

Mr.    Shcm-^.n,    o   native   of  Clevol'-;nd,   Ohio,    attended  Yale  University   and 
the  Yale  Law  School,    gradu.iting   from  the   lattcx-   in    1935,       Ifter   practicing   law 
for    five   years    in   Cl'.veland,   he  worked    for  Pan  _\rT.rican   Ferries   in    1942   and 
served   in    the    dr   Transport  Command   as   a   pilot   in    1943   and   1944,      .After  his 
dischar^j    I'rr-.  ti:.    .vr:  y  h.    v.as    rnploy- '■    cy   t  A      ;■_■-::    .-..ronautics    l^oard   for 
two  years    as     .SEist^uit  Direclof-of  the   Econo;rdc   Eur.-au   (international), 

^!r  if  a^^  ^^t 
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civ;-.  A.ZE--:MAljr.:ZS 

VvA'^r-iliVGTON    ;   ..  D.  C. 


FOR  F^ELEASE:: 


CAB   48-4G  i;,yED;.."E 

June   4,    It- 4  5 

The   Civil   Aeronautics   Loard   i.nnour.cpd    today   that   Hardy   X.  "aolay, 
Assiot^t    General   Cour.3el-Fi--.nnoft,    -.vill    rc-fign   effective  on   or   about 
June   16,    1348. 

For    the   past   tv/o   years  F'r.  "laclay  I.as   been    in   charge   cf   all   legal 
matters   pertairi:if,   to    tne   Board's   furctior.s   in   the   fields  of  -ail, 
passenger   and   rro;;~ert;,'   rates,      tariTs,      ■rigretnents   bet-.veen   carriers, 
consolidations,     r.ergers,      acquisitions   of  control,      inter locKinj 
directorships,      and   all   ether  r.atters   ccnccrning   the   financial   an<i 
corporate  aspects   of  air   carrier   re.-ulation. 

Kr.  Kaclay  has   been   associat/C   v.-it:-    the   Board    since  }:irch   cf   1942, 
interrupted  only   by   tvo   years   in    The  --ir-;.-  duoi-g   Vr.e  course   of  •.■.•hich  he 
sorvtid   in    the   Paciiic. 

Mr.  Maclay   is    loavinf  the   to:>rri    tc    enter  'th;   private   practice  of 
law  on   approxim-!tely  July   1,   v.Hh   Stanley    Gev.irtz   v.-hose  resi^^iation   as 
Executive  Assistant   to   Chairman   Joseph   J.   O'Connoll,    Jr.   v/ill   beccre 
cffrctivu   about   f..-.   icid-]..    -f   \'       -^-r  .. 


#  i  f 
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CIV;L  AEi^^ONAUTlCS  BOARD 

V»V.SHi?;GTCN  ".  D.  C. 


FOR  I^cELE/.; 

May  20,   1953 


vsRicH  ii.:sig:;s  as  c^  ;.2^;i;::ivx  dikctc 


Ihe  Civil  AeionautlcB  3oard  toiry   nnno-jnccd  the  resignation 
of  Jpjncc  ;',   Verr.er  as  3::cc-ative  Director  of  tho  Board,    cffoctlva  Jur.c  1, 
1953.      Mr.   Vc-rncr  resigned  to  '.^econG  associated  with  tho  law  flra  of 
CiMrnoy  and  Turncy,   in  V/arshington.    , 

Mr,    Vomer  first   cane  v;lth  t;-.o   Civil  Aeronautics  Board  as 
sn   attorney  ir.  tho   office   of   the  General  Co--u.sg1   in  ISJC,    after  holding 
the  position  of  law  clerk  to  the  Attorney  General   of  ITorth  Carolina. 
Ko   served  in  i;he  U.   S,    "avy  in  Ilaval  Air   rrar.sport   Service   fron  194-3 
to  1946,    a.-.d  upon  his   return  to  civilir.n  life  was   appointed  .'issistant; 
Oronc-ral  Cour.sc-l  for   Chicago  d  Southern  Air  Linos   in  Hci.iphls,   Tcnn, 
Ke  sutsoquontly  served  as  an  attorney  for   tho  Air  Transport  dissociation 
in  Washington,    in  1947  and  1948,    and  in  19-:9  returned  to  tho  Civil 
Aeronautics  Board  as  Hcarir^  Sj;a-niner.      Xe  v.-as  appointed  2xecutivo 
Assistant   to  Chair.-nw.  Eolos  Pxntzol   in  Cotocur  1950,   and  naicd  to   tho 
newly  created  ;;osition  of  ?,:-.ccutivo  Tircctcr  of   the  Board  on  I'ovc-bcr  SO, 
1950,   v;hicli  position  ho  hold  until  his  rcsi-;aatlon. 

Mr.   Vomer,    a  native  of  /Jao-.-ji,    rocoived  his  law  dogrco   fron 
the  University  of  ITorth  Carolina  in  19^-;.      Ho  now  lives  in  Arlington,  Va, 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25,  D.  C. 


CAB  59-A5 
DU   2-7951 


FOR  RELEASE: 

For  AM  Papers  Monday 
November  9,  1959 


Chairman  James  R.  Durfee  of  the  Civil  Aeronautics  Board 
today  announced  the  resignation  of  William  Kloepfer,  jr.. 


chief  of  cab's  Office  of  Information,  effective  November  13. 

Mr.  Kloepfer  leaves  che  Board  to  become  public 
information  director  of  the  Pharmaceutical  Manufact 


Lon  in  Washington,  D.  C. 


"It  is  with  great  regret  Chat  we  lose  the  services  of 
Mr.  Kloepfer,"  Chairman  Durfee  said.   "He  has  discharged 
his  dual  responsibilities  in  public  information  and 
Congressional  liaison  activities  in  an  outstanding  manner 
during  the  past  three  and  a  half  years." 

A  successor  to  Mr.  Kloepfer  will  be  announced  at  a 
later  date. 


422 


CIVIL  AERONAUTICS  BOARD 

WASHINGTON  25,  D.  C. 


FOR  RELEASE: 


CAB  63-25 
Dudley  2-7951 


IMMEDIATE 
June  28,  1963 


Chalrmao  Alan  S.  Boyd  announced  today  that  he  haa 
accepted  with  deep  regrets  the  resignation  of  Morris 
Chertkov. 

Mr  Chertkov  will  be  leaving  the  Government  on 
July  20  after  21  years  of  service   He  has  served  the 
Board  in  various  capacities  for  nearly  16  years,  the 
last  2j-  years  of  »Alch  have  been  in  the  position  of 
Executive  Director. 


### 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.C.     20428 


FOR  RELEASE: 


CAB  64-104 
382-6031 


11:00  AM 
October  1,  1964 


The  Civil  Aeronautics  Board  today  accepted  "with  deep  regret"  the 
resignation  of  Leon  H.  Tanguay,  Director  of  the  Bureau  of  Safety.  The 
resignation  is  for  personal  reasons  and  becomes  effectl^ve  October  18, 
1964. 

However,  the  CAB  said  it  will  still  call  on  Mr.  Tanguay's  vast 
knowledge  and  experience  in  the  field  of  safety,  and  for  that  reason 
appointed  him  a  consultant  to  the  Board  in  safety  matters. 

Chairman  Alan  S.  Boyd,  in  accepting  the  resignation,  expressed 
the  Board's  gratitude  for  the  outstanding  service  Mr.  Tanguay  has 
given  to  it  during  his  20-year  tenure. 

The  Board  has  appointed  Mr.  Bobbie  R.  Allen,  presently  the  Bureau 
of  Safety's  Deputy  Director,  as  Mr.  Tanguay's  successor. 

Mr.  Tanguay  has  been  associated  with  aviation  for  40  years  as  a 
pilot,  airport  operator,  and  investigator.   He  Joined  the  CAB  on 
April  7,  1943  and  became  Acting  Associate  Director  of  Investigations 
on  February  8,  1957.   He  was  named  Director  of  the  Bureau  of  Safety  -- 
the  highest  position  in  the  Federal  Government  involved  with  accident 
investigation,  prevention  and  safety  promotion  --  on  October  28,  1962. 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.C.      20428 


FOR  RELEASE: 


CAB  6i*-lll 
382-6031 


IMMEDIATE 
October  1$ , 


The  Civil  Aeronautics  Board  today  awarded  a  distinguished  patriotic 
service  award  to  Leon  H.  Tanguay,  who  retires  Monday  as  director  of  the  Bureau 
of  Safety.  Mr.  Tanguay  will  remain  as 'a  consultant  to  the  CAB. 

The  award,  the  CAB's  highest  citation,  was  presented  by  Chairman  Alan  S.  Boyd 
in  the  presence  of  other  Board  members . 

The  citation  reads: 


"In  recognition  of  his' distinguished  patriotic  service,  the  Civil 
Aeronautics  Board  presents  its  highest  award  to 

Leon  H.  Tanguay 

"Mr.  Tanguay  has  devoted  approximately  40  years  to  the  field  of 
aviation  as  a  pilot,  airport  operator  and  accident  investigator.  During 
his  distinguished  career  he  1-ias  demonstrated  outstanding  ability  in  the 
field  of  aviation,  and  especially  in  the  field  of  accident  investigation, 
prevention,  and  safety  promotion.   He  has  risen  through  the  ranks  to  his 
present  position  as  Director  of  the  Bureau  of  Safety  of  the  Civil 
Aeronautics  Board,  which  is  the  liighest  position  in  the  Federal  Gov 
involved  with  accident  Investigation,  prevention  and  safety  promotion. 

"His  conscientious  devotion  to  duty  has  commanded  the  respect  not 
only  of  the  Board  Members  and  Board  staff,  but  equally  the  air  carriers, 
Federal  Aviation  officials  and  aviation  officials  of  other  Governments. 


During  his  tenure  as  Director  of  the  Bureau  of  Safety  he  has  improved 
operating  techniques  and  accident  analyses.   He  has  materially  aided  the 
Board,  in  conjunction  with  the  Federal  Aviation  Agency,  in  organizing 
and  establishing  the  National  Accident  Investigation  School  in  Oklahoma  City 
which  is  recognized  in  aviation  circles  as  an  outstanding  institution  for 
improving  the'  knowledge  of  Air  Safety  Investigators  allowing  them  to 
maintain  currency  with  technological  advances. 

"Mr.  Tanguay 's  devotion  to  duty,  expert  knowledge  and  ability  10  develop 
and  direct  his  subordinates  has  brought  great  credit  to  him  and,  in  turn, 
to  the  Civil  Aeronautics  Board  and  the  United  States  Government." 


Mr.  Tanguay 's  deputy,  Bobbie  R. 

reau. 


Allen,  has  been  named  director  of  the 


### 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.C.     20428 


FOR  RELEASE: 


CAB  65-142 
382-6031 


IMMEDIATE 
NOVEMBER  5,  1965 


Murphy  of  the  Civil  Aeronautics  Board  today 
retirement  of  John  H.  Wanner  as  the  Board' 


Chairman  Charles  S. 

announced  with  regret  the 

general  counsel,  effective  December  JU,  lyfe!).   Mr.  U^ 
Federal  service  employee  for  32  years,  will  be  retained 
as  a  Board  consultant. 


Chairman  Murphy  also  announced  the  Board  has  appointed 
Joseph  B.  Goldman  and  Oral  D.  Ozment  as  general  counsel  and  deputy 
general  counsel,  respectively.   Mr.  Goldman  presently  is  deputy 
general  counsel  and  Mr   Ozment  associate  general  counsel,  Litigation 
and  Legislation  Division. 

Mr.  Wanner  came  to  the  Board  shortly  after  passage  of  the  Civil 
Aeronautics  Act  of  1938.   All  of  his  many  years  with  the  Board  have  been 
with  the  general  counsel's  office.   He  served  as  Chief,  Certificate  and 
Permits  Section,  as  assistant  general  cuunsel  (1944-1958),  and  deputy 
general  counsel  (1959-1961).   He  was  named  general  counsel  February  21, 
1961. 

Born  in  1907  In  Fleetwood,  Pennsylvania,  Mr.  Wanner  graduated  from 
Princeton  University,  class  of  1929,  and  Harvard  Law  School  in  1932. 
Prior  to  coming  to  the  CAB,  he  was  with  the  Public  Works  Administration 
and  the  U.S.  Housing  Authority. 


Married,  he  has  three  children  and 


Jldes  In  Alexandria,  Virginia. 


Mr.  Goldman,  a   native  Washlngtonian,  has  been  in  the  Federal 
Service  since  1940.   He  joined  the  CAB  staff  in  1947,  and  was  assigned 
to  the  general  counsel's  office.   He  has  held  the  positions  of  rhief, 
Certificate  and  Permits  Section;  assistant  general  counsel,  and 
associate  general  counsel.  Opinion  Writing  Division.   He  has  been  deputy 
general  counsel  since  March  16,  1961.   Prior  to  his  CAB  service, 
Mr.  Goldman  was  with  the  U.S.  Department  of  Justice,  Supreme  Court 
Section,  Claims  Division  and  with  the  Office  of  Price  Administration. 
He  is  an  honor  graduate  of  both  George  Washington  University  and  Harvard 
Law  School. 


67-378  O  -  76 
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Mr.  Goldman  is  married  and  has  two  children.   They  reside  in  the 
District  of  Columbia.  ^ 

Mr  Ozment,  a  native  of  Arkadelphia,  Arkansas,  is  a  1936  honor 
graduate  of  Henderson  State  Teachers  College  and  a  1942  graduate  with 
distinction  from  George  Washington  University  School  of  Law.   Following 
graduation  from  Henderson,  he  taught  school  in  Arkansas  from  1936-1938. 
While  attending  George  Washington,  Mr.  Ozment  was  employed  by  the 
Department  of  Justice.   He  came  to  the  CAB  shortly  after  graduation  from 
the  University,  and  with  exception  of  three  years  service  in  the  Air  Force, 
has  continuously  served  in  the  general  counsel's  office  with  principal 
assignments  in  the  litigation  field.   Mr.  Ozment  has  been  chief, 
assistant  general  counsel  and  associate  general  counsel  in  the  Litigation 
and  Legislation  Division. 

Married,  he  has  a  daughter  and  resides  in  Springfield,  Virginia. 
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CIVIL  AERONAUTICS  BOARD 

_.'-''  WASHINGTON,  D.C.      20428 


FOR  RELEASE: 


CAB  66-49 
382-6031 


IMMEDIATE 
APRIL  12.  1966 


Chairman  Charles  S.  Murphy  today  announced  with  regret 
^^"^   Edward  J.  DrlscoU,  Executive  Director  of  the  Civil 
AeroniJULliy  mstS,    IS  IMving  the  Federal  Government  service 
to  accept  an  executive  position  in  private  Industry,  effective 
May  1,  1966.  ——i^— ___-«. 

Chairman  Murphy  said:   "Mr.  Driscoll  has  rendered  outstanding 
service  as  the  Board's  Executive  Direct 


Bars.   He  has  made  a  great  concri 
rocedures  and  staff  operations. 


Lng  the  past  three 
iiproving  the  Board's 


"We  regret  to  see  him  leave  the  Board  and  will  miss  his 
talents.   However,  we  understand  his  decision  to  accept  a  very 
attractive  offer  in  private  business  and  we  wish  him  well  in  his 
new  activities. " 

An  attorney  by  profession,  Mr.  Driscoll  came  to  the  Board 
in  August  1963  from  the  Department  of  Defense  where  he  had  been 
Deputy  Assistant  Secretary  of  the  Air  Force  for  Transportation 
and  Communications.   Prior  to  the  latter  appolntnent,  Mr.  Driscoll 
had  served  in  various  capacities  with  the  Air  Force  including 
Legal  Adviser  to  the  Commander,  yilitary  Air  Transport  Service; 
Special  Assistant  to  the  Commander,  MATS,  for  Civil  Air  Operations- 
and  Special  Assistant  for  Communications  to  the  Assistant  Secretary 
of  the  Air  Force. 
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CiVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.C.     20428 


FOR  RELEASE: 


CAB  69-64  IMMEDIATE 

382-6031  MAY  7,  1969 

\ 
James  A.  Saltsman,  a  member  of  the  Civil  Aeronautics 
Board  staff  since  December  16,   1946,  has  been  designated  as  the 
Board's  official  liaison  officer  with  the  nation's  travel  agents. 

Chairman  John  H.  Crocker,  Jr.   said  Mr.  Saltsman,  deputy 
director  of  the  CAB's  Bureau  of  Operating  Rights,  has  extensive 
knowledge  in  travel  agency  matters.     Prior  to  his  appointment 
May  21,  1967  as  deputy  director  in  the  Bureau  of  Operating  Rights, 
Mr.  Saltsman  had  been  Chief  of  the  Bureau's  Agreements  Division, 
an  area  within  the  Board  that  specializes  in  travel  agency  activities. 

Mr.   Saltsman  wijl  succeed  Howard  G.   Feldman  as  the  Board's 
travel  agency  liaison -officer.     Mr.   Feldman  recently  resigned 
from  the  CAB  staff  to  enter  private  TaW  prdchce.        ^-^— — 


o 


o 
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CIVIL  AERONAUTICS  BOARD 

.    ,      :  WASHINGTON.  D.C.     20428 


.-— -T, 


FOR  RELEASE: 

CAii  70-^  iMMi;niAi  !•; 

382-0031  JANUAKY  27,    l^»70 


Chairmnn  Secor  1").   Browne  Ims  nnnounced  the  nppointmem. 
effective  Februarv  I,  of  Trov  Conner,   -l-l.  chief  trinl  counsel  nt  the 
Atomic  Energy  Commission,   ns  tlie  executive  director  of  tlie  C^ivil 
Aeronautics  Board. 

Mr.  Conner  succeeds  Charles  F.   Kiefer.  wliose  rp^iiTn.irinn  wns 
accepted  with  regret  today  P\'  Chairman  Browne,     Mr.   Kiefer  is 
retiring  from  Federal  Service  after  a  government  career  tlnat  spans 
nearly  40  years. 

"Your  \ears  of  endeavor  in  the  field  of  management  anahsis 
with  tlie  Department  of  Agriculture  and  your  past  four  \ears  as 
executive  director  of  tlie  Civil  Aeronautics  Board  have  been  performed 
with  a  skill  and  dedication  of  which  ^ou  can  he  proud.  "  Chairman  Browne 
wrote  Mr.   Kiefer.     "Indeed,  vour  understanding  of  and  devotion  to  the 
concept  of  public  service  stands  as  an  exan  pie  to  all  who  would 
pursue  a  similar  career.  "    Chairman  Browne  said  he  was  "personally 
appreciative  of  the  assistance  and  cooperation"  whicti  Mr.   Kiefer  gave 
the  Chairman  during  his  tenure. 

As  the  new  executive  director  of  CAB,    Mr.   Conner  will  bring 
years  of  experience  in  administrative  procedures  and  regulator\   matters 
to  the  Board,  Chairman  Browne  said. 

For  the  past  11  years  Mr.   Conner  has  been  responsible  for  licensing 
cases  at  the  Atomic  Energ\'  Commission.     Prior  to  joining  AFC.   ,\1r. 
Conner  had  spent  five  years  in  the  Internal  Security  and  the  Crin-inal 
Division  at  tlie  Justice  Department,  where  he  lielped  prosecute  the 
Government's  cases  in  communist-front  proceedings.     Before  entering 
Federal  service,  Mr.   Conner  practiced  law  in  Morgantown,  West 
Virginia. 


MORE 
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-  2  - 

He  is  a  gnuluate  of  West  Virginui  University  and  its  Colknc  of  Law. 
Married  to  the  former  Boiiy  I.uzier,  the  couple  has  four  children,  'I  roy  III, 
Kimberly  Ann,    Robert  and  Oavid.    The  family  resides  at  Kockville, 
Maryland. 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON.  D.C.     20428 


.l.mu.irv  ;'0.  ]')70 


Honorabli»  Siior  1).  Rniwno 

Chairman 

Civil  AoriMi.ii.t  ics  r.onrd 

Denr  Mr.  Ch.iirman: 

The  piivpuso  of  tiiis  note  is  to  confirm  the  ,<;ist  of  our  prior  conver- 
sations ro>;nri.linf,  niy  departure  from  the  Board  and  tlie  Federal  public 
service.   My  sorvico  to  thu  Govornmonl:  dates  from  mid-ly31,  and  1  heliev^ 
that  now  the   t  L'.iio  lias  come  for  me  to  do  otht-r  thin;;s. 

You  have  '.^cen  a1tot;ethcr  >;racious,  and  it  has  hven   a   pleasure  to 
serve  the  Hoard  under  your  able  leadersliip.   My  years  with  the  Members 
and  the  staff  of  the  Board,  and  with  members  of  the  airline  industry 
and  air  frame  manufacturers  have  been  stimulating,  instructive,  and 
rev;arding  in  countless  ways.   Surely  the  Civil  Aeronautics  Board  is  an 
excellent  place  in  which  to  work  and  to  attempt  to  make  a  contribution 
to  the  development  of  civil  aviation  and  the  further  growth  of  our  nation. 
It  has  been  another  career  for  me,  and  I  shall  remain  deeply  thankful  to 
all  my  Board  colleagues,  past  and  present,  for  their  cooperation  v:ith  me, 
and  for  their  help  and  support.   This  is  also  true  for  many  others  in 
the  Executive  and  Legislative  Branches.   To  you,  to  the  Members,  and  to 
the  staff  of  the  Civil  Aeronautics  Board,  I  offer  my  sincere  and  friendly 
good  wishes  for  the  future. 

Accordingly,  I  shall  appreciate  your  considerin,';  this  note  as  my 
request  to  resign  and  retire. from  the  Board  and  the  Federal  Service, 
and  my  last  day  of  active  duty  would  be  Friday,  January  30,  1970. 

Respectfully  yours. 


"UuiiyUiyi    )^    / 


Charles  F.  Kiefer 
Executive  Director 
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January  26.    1970 


Mr.   Charles  F.  Kiefer 

Executive  Director  • 

Civil  Aeronautics  Board  I 

1825  Connecticut  Avenue,    N.  W. 

Washington,    D.   C.   20428  ^, 

Dear  Mr.   Kiefer: 

I  have  before  me  your  letter  of  January  20  in  which  you 
outline  your  intention  of  leaving  the  Board  and  the  Federal 
Government  after  nearly  forty  years  of  dedicated  civil 
service. 

Your  years  of  endeavor  in  the  field  of  management  analysis 
with  the  Department  of  Agriculture  and  your  past  four  years 
as  Executive  Director  of  the  Civil  Aeronautics  Board  have 
been  performed  with  a  skill  and  dedication  of  which  you  can 
be  proud.  Indeed,  your  understanding  of  and  devotion  to  the 
concept  of  public  service  stands  as  an  example  to  all  who 
would  pursue  a  similar  career. 

I  am  confident  that  your  past  and  present  colleagues  here  at 
the  Board  join  with  me  when  1  express  my  appreciation  to  you 
for  the  contributions  which  you  have  made  both  to  the  Board  and 
to  the  civil  aviation  industry.     I  am  personally  appreciative  of 
the  assistance  and  cooperation  which  you  have  given  to  me 
during  my  tenure  as  Chairman  of  the  Board. 

In  accordance  with  your  desire,  I  accept,  with  regret,  your 
request  to  resign  and  retire  from  the  Board  and  the  Federal 
Service,    effective  Friday,   January  30,    1970. 

Please  accept  my  most  sincere  good  wishes  to  you  for  success 
in  your  new  endeavors.  -^ 

Sincerely  yours, 


5^0/1^ 


Secor  D.   Browne 
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^R?^In^r  IMMEDIATE 

^^2-6031  APRILS,    1970 

Civil  Aeronautics  Board  Chairman  Secor  D.   Browne  has  accepted 
with  regret,  the  resignation  of  Irving  Roth,  Director  of  the  CAB 
bureau  of  Economics,  effective  May  9,   1970. 

Roth,  who  has  completed  more  than  35  years  of  Federal  Service  -- 
29  of  It  with  the  CAB  and  nine  as  Director  of  the  Bureau  of  Economics  - 
Marcr26    ''  "'"  °'  '^'  '"''"^'°"  to^retirejn  a  letter  dateS 

-h.vJhpI  y^^"  °^'^Js^*"S^islied  service,"  Chairman  Browne  responded 
b -on2 To    "^''^'"^  ?;  '"'^  ^^^'^^'^on,  and  the  skill  and  knowledge  you 
bi  ought  to  your  work  has  consistently  fostered  the  growth  of  civil 
aviation  and  advanced  the  public  interest. . . 

■•I  know  your  friends  and  colleagues  here  at  the  Board,  and  else"- 
where  m  civil  aviation,,join  in  my  expression  of  apprecia  ion      I 
personally  thank  you  for  the  assistance  and  cooperation  vChave  given 
me  during  my  tenure  as  Chairman  of  the  Board.  "  fiave  given 

###### 
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CIVIL  AERONAUTICS   BOARD 

WASHINGTON,  O.  C.  20-42S 


Mr.  Irving  Roth 
Director,  Bureau  of  Economics 
Civil  Aeronautics  Board 
Washington,  D.  C.   20U28 

Dear  Irv: 

Your  letter  of  March  26,  1970,  in  which  you  state  your 
intention  of  retiring  from  the  Federal  Government  and  the  Board 
after  35  years  of  service,  has  been  received. 

Your  years  of  distinguished  service  have  been  marked  by  true 
dedication,  and  the  skill  and  knowledge  you  brought  to  your  work 
has  consistently  fostered  the  growth  of  civil  aviation  and 
advanced  the  public  interest.   Your  contributions,  throughout  the 
years,  to  shaping  and  developing  the  regulatory  aspect  of  civil 
aviation  have  been  noteworthy.   Most  recently,  your  nine  years 
as  Director  of  the  Bureau  of  Economics  have  been  performed  with 
ability  and  devotion  of  which  you  can  justly  be  proud. 

I  know  your  friends  and  colleagues  here  at  the  Board,  and 
elsewhere  in  civil  aviation,  join  in  my  expression  of  apprecia- 
tion.  I  personally  thank  you  for  the  assistance  and  cooperation 
you  have  given  me  during  my  tenure  as  Chairman  of  the  Board. 

I  therefore  accept,  with  regret,  your  request  to  resign  and 
retire  from  the  Board  and  the  Federal  Service,  effective  May  9)  1970. 

Please  accept  my  best  wishes  for  continued  future  success. 

Sincerely, 


Secor  D.  Browne 
Chairman 
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March  26.  1970 


Honorable  Secor  D.  Browne 

Chairman 

Civil  Aeronautics  Board 

Washington,  D.  C.  20428 

Dear  Mr.  Chairman: 

This  is  to  confirm  our  conversation  on  March  2,  1970,  in  which 
I  indicated  that  I  desired  to  retire  from  the  Federal  Service.   On 
February  26,  1970,  I  completed  35  years  of  active  Federal  Service 
with  various  regulatory  agencies,  including  the  period  from  July  21, 
1941,  with  the  Civil  Aeronautics  Board.   If  the  date  is  satisfactory 
to  you,  I  shall  appreciate  having  ray  retirement  from  the  Board  and 
the  Federal  Service  become  effective  at  the  close  of  business  on 
May  9,  1970. 

The  Board  and  the  Federal  Service  have  been  most  kind  to  me. 
I  am  grateful  for  the  opportunity  to  have  served  the  last  nine  of 
almost  29  years  with  the  Board  as  a  Bureau  head,  in  what  I  am 
confident  must  have  been  one  of  the  most  interesting  and  stimulat- 
ing positions  in  the  Federal  Service. 

Over  the  years  I  have  shared  in  both  the  challenges  and  the 
satisfaction  involved  in  the  growth  of  the  air  transport  industry 
from  its  pre-war  infancy  to  its  dominant  role  in  current  inter- 
city common  carrier  passenger  transportation.   I  have  been  afforded 
the  opportunity  to  become  acquainted  with  literally  thousands  of 
able  and  dedicated  people  in  both  industry  and  government,  who  are 
completely  devoted  24  hours  a  day  to  the  cause  of  safe  and  efficient 
air  transportation.   The  chance  to  explain  the  Board's  position  on 
both  appropriation  and  substantive  matters  before  the  various 
congressional  committees  has  been  a  source  of  tremendous  personal 
satisfaction,  especially  as  it  enabled  me  to  become  personally 
acquainted  with  many  of  the  aviation  leaders  in  the  Senate  and 
House  of  Representatives.   My  continuing  dialogue  with  congressional 
spokesmen  and  representatives^ of  other  public  agencies  (federal, 
state  and  local),  the  press,  the  financial  community,  the  travel  in- 
dustry, and  the  regulated  air  transport  industry  itself  has  proven 
to  be  invaluable. 
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Honorable  Secor  D.  Brown^   (2) 


I  shall  certainly  miss  the  day-to-day  contact  with  each  of  the 
five  Board  Members  and  the  innumerable  dedicated  and  able  staff 
people  who  have  become  my  close  personal  friends  over  the  years. 
I  am,  of  course,  especially  grateful  to  the  wonderful  staff  of 
the  Bureau  of  Economics  who  have  given  me  such  loyal  support  and 
so  ably  dedicated  their  lives  to  the  public  interest  and  sound 
regulation  of  a  healthy  air  transport  industry. 

If,  at  any  time  in  the  future,  I  can  be  of  assistance  to  you 
or  any  of  the  other  Board  Members  through  informal  discussion  of 
any  past  or  future  matters,  you  may  be  assured  that  I  shall  be 
delighted  to  make  myself  available, 

I  regret  leaving  the  Board  when  there  are  so  many  challenges 
to  be  met,  but  this  has  been  true  throughout  the  history  of  the 
agency.   Despite  the  urgency  and  complexity  of  the  problems  the 
Board  and  the  industry  are  facing,  I  am  supremely  confident  that 
there  is  no  question  whether  the  industry  will  flourish  as  it 
serves  widening  segments  of  the  public  --  the  sole  question  is 
how  soon  the  industry's  financial  health  will  be  restored. 

Sincerely, 


Irving  Roth 

Director 

Bureau  of  Economics 
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FOR  RELEASE: 


CAB  70-54  IMMEDIATE 

382-6031  APRIL  29,   1970 


Joseph  B,  Goldman,  General  Counsel  for  the  Civil  Aeronautics 
Board  and  a  Federal  employe  for  almost  30  years,  has  resigned 
effective  May  16,   1970.     Mr.  Goldman  is  entering  the  private  practice 
of  law  as  a  partner  of  Charles  S.    Murphy,  former  CAB  Chairman, 
in  the  law  firm  of  Morison,   Murphy,  Abrams  and  Haddock. 

Mr.  Goldman,  who  served  23  years  with  the  CAB,  the  last  five 
years  as  General  Counsel,  wrote  Chairman  Secor  D.   Browne  that 
the  "privilege  of  serving  the  Board  for  some  23  years  has  been  a  rich 
and  rewarding  one.  " 

Chairman  Browne,  accepting  the  resignation  "with  regret,  "  noted 
that  throughout  Mr.  Goldman's  career  he  "combined  the  liighest 
standards  of  excellence  with  true  devotion  to  the  public  interest.  - 
Your  tenure  as  General  Counsel,  "  Chairman  Browne  wrote,   "has 
been  marked  not  only  by  your  many  skills  as  an  attorney  but  by  your 
dedication  to  the  fair  and  impartial  resolution  of  problems  before  the 
Board.  " 

Mr.  Goldman,  the  top  honor  graduate  of  his  class  at  George 
Washington  University  and  an  honors  graduate  of  Harvard  Law  School, 
entered  the  Federal  service  in  1940.     He  served  in  the  Supreme  Court 
Section  of  the  Claims  Division  in  the  Justice  Department  and  later 
as  Special  Assistant  to  the  Attorney  General.     He  came  to  the  i'oard  in 
1947  and  held  successively  important  positions  in  the  General  Counsel's 
office  including  four  years  as  Deputy  General  Counsel  prior  to  his 
present  appointment  as  General  Counsel  on  November  5,   1965. 
Mr.  Goldman  has  been  an  adjunct  professor  of  law  at  the  Georgetown 
Law  Center  for  the  past  three  years. 

^  ###### 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON.  D.C.     20428 


April  28,  1970 


Mr.  Joseph  B.  Goldman 
General  Counsel 
Civil  Aeronautics  Board 
Washington,  D.  C.   20U28 

Dear  Joe: 

This  is  in  response  to  your  letter  of  April  28,  1970,  in 
■which  you  submit  your  resignation  from  the  position  of  General 
Cowisel. 

Your  23  years  with  the  Board  have  been  notable.  Throughout 
that  span  you  have  combined  the  highest  standards  of  excellence 
with  true  devotion  to  the  public  interest.   Your  tenure  as  General 
Counsel  has  been  marked  not  only  by  your  many  skills  as  sm  attor- 
ney, but  by  your  dedication  to  the  fair  and   impartial  resolution 
of  problems  before  the  Board.   Your  uncommon  ability  has  been 
manifested  by  the  high  quality  of  the  products  turned  out  by  the 
Office  of  the  General  Counsel,  and  you  have  provided  a  stimulus 
for  the  elevation  of  the  caliber  of  the  Board's  work.   By  so 
doing,  you  have  earned  the  esteem  of  your  colleagues  who  have 
been  privileged  to  serve  with  you. 

During  the  time  I  have  been  Chairman  I  have  been  able  to  . 
rely  on  your  counsel  and  judgment,  and  I  appreciate  the  assistance 
you  have  given  me.  I  know  your  friends  and  colleagues  Join  in  my 
sentiments. 

I  therefore  accept,  with  regret,  your  resignation  from  the 
position  of  General  Counsel  of  the  Civil  Aeronautics  Board,  to  become 
effective  at  the  close  of  the  pay  period  ending  May  I6,  1970. 

Please  accept  my  best  wishes  for  continued  success  in  yovir 
future  endeavors. 

Sincerely, 


Secor  D.  Browne 
Chairmain 
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FOR  RELEASE: 


IMMEDIATE 
(202)382-6031  MAY  14,  1971 


Thomas  L.  Wrenn,  Chief  Hearing  Examiner  of  the  Civil 
Aeronautics  Board,  will  retire  May  31,  1971,  after  a  career  of 
Government  service  spanning  38  years. 

His  32  years  of  service  as  a  hearing  examiner  with  the 
CAB  is  the  longest  in  the  history  of  the  Board. 

Mr.  Wrenn  joined  the  CAB  staff  in  1939  after  six  years  in 
the  Transportation  Division  of  the  Department  of  Commerce.    Prior     ' 
to  his  Federal  service,  he  was  a  member  of  the  faculty  of  Wesley 
College,  Greenville, 'Texas,  for  one  year,  and  of  Austin  College 
.  at  Sherman,  Texas,  his  alma  mater,  for  five  years. 

In  1945,  Mr.  Wrenn  became  Associate  Chief  Examiner  and 
served  in  that  position  until  succeeding  to  the  Chief  Examiner's 
post  in  January,  1968.    At  the  time  of  his  appointment  to  head  the 
bureau  of  21  hearing  examiners,  tribute  was  paid  to  the  "distinction 
and  competence"  of  his  service  with  the  Board  and  attention  was  called 
to  his  thorough  grounding  in  the  Administrative  Procedure  Act  and  the 
Federal  Aviation  Act  of  1958. 

MORE 
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In  announcing  Mr.   Wrenn's  retirement,  Chairman  Secor  D.   Browne 

stated  that:  ; 

"Throughout  your  long  and  honorable  years  of  service 
at  the  Board  your  achievements  have  been  notable.     Your 
wisdom  and  imi^artiality  are  well  known  to  all  those  who 
have  been  privileged  to  present  their  cases  before  you. 
As  Chief  Examiner  you  served  with  distinction,  earning 
the  respect  and  esteem  of  your  friends  and  colleagues.  " 

###### 
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-y-    >  FOR  RELEASE: 

\}  C^t « tt^CmtX:  IMMEDIATE 

(202)    382-6031  MAY  21,    1971 

Joseph  C.    Watson,   Director  of  the  Civil  Aeronautics  Board's 
Bureau  of  International  Affairs  and  associated  with   the  Board  for  a 
total  of  nearly   26  years,   will  retire  May   29. 

Mr.    Watson  joined  the  newly  formed  Civil  Aeronautics  Board 
in   1939,   after  two  years  with  the  Traffic  Department  of  United  Air 
Lines  at  Los  Angeles.      During  World  War  II,    he  served  in  various 
Naval  Aviation  posts  in  the  United  States  and  the  Pacific. 

From  1951  through   1953  he  served  in  the  U.S.   Foreign  Service  as 
Far  Eastern  Civil  Air  Attache,    stationed  in  Manila  and  Tokyo. 

Mr.    Watson  returned  to  the  CAB  in   1954  as  Assistant  Chief  of 
its  International  Division.      He  was  successively  named  Chief  of  that 
division  and  Associate  Director  of  the  Bureau  of  Air  Operations,   a  fore- 
runner of  the  present  Bureau  of  Economics.      He  has  been  Director  of 
the  Bureau  of  International  Affairs  since   1961. 

Chairman  Seaor  D.   Browne,   noting  Mr.    Watson's   long  career  of 
Federal  Service,   called  Mr.    Watson   "one  of  thepioneers  in  this 
(international)  area"  of  civil  aviation.     Of  Mr.    Watson's  work  as 
Director  of  the  Bureau  of  International  Affairs,   the  Chairman  said,    "you 
have  demonstrated  your  skills  and  devotion  to  air  transportation.      I  know 
my  friends  and  colleagues,   both  at   the  Board  and  elsewhere  in  civil  aviation. 
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join  in  this  expression  of  appreciation.  " 

A  reception  for  Mr.  Watson  will  be  held  June  8,  from  S:IS  to  7 
p.m.,  in  the  Washington  Hilton  Hotel.  Reservations  can  be  made  with 
Mrs.    Mary  Hamlin  in  the  Bureau  of  International  Affairs,   at  382-7932. 

######### 
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FOR  RELEASE: 


IMMEDIATE 
(202)  382-6031  MAY  28.  1971 

Troy  B.  Conner  leaves  his  Civil  Aeronautics  Board  post 
of  Executive  Director  May  31,  and  becomes  a  general  partner  in 
the  law  firm  of  Reid  and  Priest  of  New  York  and  Washington  on 
June  1. 

In  resigning  his  post,  Conner  said  he  has  had  several 
offers  from  private  law  firms  to  return  to  the  field  of  atomic 
energy  law.  He  said  his  obligations  to  his  family  require  that 
he  do  so. 

In  accepting  the  resignation,  Chairman  Secor  D.  Browne 
thanked  Conner  for  his  contribution  to  the  Board  and  the  public, 
and  wished  him  well  in  the  new  endeavor. 

Conner  and  his  wife  and  four  children  reside  in  Rockville, 
Maryland. 

#  #  #  # 
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FOR  RELEASE: 

IMMEDIATE 
(202)  382-6031  FEBRUARY  16,  1972 

Allan  Craig,  an  original  employee  of  the  Civil  Aeronautics  Board  and 
director  of  the  Bureau  of  Accounts  and  Statistics,  will  retire  February  29, 
Chairman  Secor  D.  Browne  announced  today. 

Craig  joined  the  Board's  staff  at  its  inception  in  1938  coming  from  the 
Bureau  of  Air  Mail  at  the  Interstate  Commerce  Commission  where  he  had  served 
since  1936. 

A  native  of  Salt  lake  City,  Utah,  Craig  has  specialized  In  areas  of 
International  Races,  Accounting  and  Data  Processing,  and  served  as  a  BAS 
Division  Chief  for  10  years  and  a  deputy  director  of  the  Bureau  for  6  years 
before  becoming  director. 

Browne  praised  Craig's  career  and  service  to  the  Board  and  the  travelling 
public.   "We  have  indeed  been  fortunate  to  have  the  dedicated  service  of 
Mr.  Craig  throughout  the  history  of  the  Board.   His  contributions  and 
accomplishments  over  the  years  are  numerous  and  we  thank  him  for  his 
outstanding  efforts." 

Craig'  said  his  retirement  plans  are  indefinite  at  this  time  but  that  he 
plans  to  relax  for  awhile  before  determining  a  future  path. 
#  #  #  # 

CAB  72-20 


445 
CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.C.     20428 


•'-^-- '^ -'"'^- 


FOR  RELEASE: 

IMMEDIATE 
(202)  382-6031  JUNE  9,  1972 

Civil  Aeronautics  Board  Chairman  Secor  D.  Browne  today 
announced  the  retirement  of  Oscar  C.  Disler,  Deputy  Managing  Director 


and  Comptroller  of  the  Board  since  1971. 

In  making  the  announcement  Browne  took  note  of  Disler 's  long 
record  of  government  service  from  1935  and  said,  "Mr.  Disler  has 
represented  the  very  best  type  of  career  Federal  employee."  Disler 
received  the  Board's  "Award  for  Meritorious  Service"  in  1971,  and 
holds  the  Federal  Government  Accountants  Association's  "Outstanding 
Achievement  Award."     v 

Disler  joined  the  Board  in  1958  as  the  Associate  Chief  of 
Finance.   He  then  held  the  office  of  Chief,  Budget  and  Finance 
Division  until  1955  when  he  was  appointed  Comptroller.   In  1970  he 
became  Assistant  Executive  Director  (Comptroller)  and  in  1971,  Deputy 
Managing  Director,  the  second  highest  administrative  post  in  the  agency. 

He  will  join  the  management  consulting  firm  of  Macro  Systems,  Inc. 
as  Manager  of  Government  Accounting.   He  and  his  wife,  Mary,  are  the 
parents  of  a  son,  John. 

If    II    If    If 
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FOR  RELEASE: 


(202)  382-6031  JULY  24,  1972 

Civil  Aeronautics  Board  Chairman  Secor  D.  Browne  today 
announced  the  appointment  of  Andrew  J.  Anessi  as  Chief,  Tariffs 
Section,  Passenger  and  Cargo  Rates  Division,  Bureau  of  Economics. 

He  succeeds  Grady  E.  Andrews,  who  retired. 


Anessi  began  his  service  with  the  Board  in  1946.   He  has 
held  various  positions  in  the  Tariffs  Section  and  has  been 
Assistant  Chief  since  May,  1970. 

He  is  married,  has  two  sons  and  resides  in  Maryland. 
//  //  // 
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FOR  RELEASE: 


IMMEDIATE 
(202)  382-6031  OCTOBER  24,  1972 


Civil  Aeronautics  Board  Chairman  Secor  D.  Brovme  today  announc 
the  November  1,  retirement  of  John  W.  Dregge  from  his  post  of  Direc 


Office  of  Community  and  Congressional  Relations. 

Dregge,  70,  plans  to  act  as  a  consultant  to  the  Office  following 
his  retirement  until  January  1,  1973.   He  joined  the  Board  in  1956  as 
Chief,  Routes  Division,  and  then  became  director  of  the  Office  of 
Community  and  Congressional  Relations  when  it  was  created  in  1961. 

A  colonel  in  the  U.S.  Army  Air  Force  during  1941-1944,  Dregge  served 
as  military  attache  to  Egypt.   Before  joining  the  Board,  he  served  from 
1953-1955  as  U.S.  Representative  to  the  International  Civil  Aviation 
Organization.   He  hopes  to  continue  his  association  with  the  aviation 
industry,  but  has  no  definite  plans  at  present. 

Browne  said,  "Mr.  Dregge 's  efforts  on  behalf  of  the  board  and  the 
public  have  been  of  great  assistance  throughout  his  career.   In 
many  communities  throughout  the  nation,  he  has  personified  the  CAB 
while  often  being  the  public's  first  and  last  contact  with  the  agency. 

"I  know  all  the  Board  Members  and  staff  salute  his  efforts  and  join 
me  in  saying  Thank  You." 

Dregge  and  his  wife,  Constance  Cleaveland,  are  residents  of 
Washington,  D.C. 

//    //   //   // 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON.  DC.     20428 


(202)  382-6031 


IMMEDIATE 
JUNE  20,  1974 
CAB  74-131 


FOR  RELEASE: 


Ralph  L.  Wiser,  Chief  Administrative  Law  Judge  of  the  Civil  Aeronautics 
Board,  today  announced  his  retirement,  effective  June  28,  closing  a  career  of 
nearly  49  years  in  Federal  Government  service. 

CAB  Chairman  Robert  D.  Timm  accepted  Wiser' s  resignation  "with  sincere  personal 
regret,"  adding,  "When  you  leave,  you  will  take  with  you  my  heartfelt  thanks 
for  your  exceptional  spirit  of  cooperation  and  my  personal  gratitude  for  the  help 
you  have  always  given  me  so  generously."  Chairman  Timm  also  praised  Wiser 's 
distinguished  career  in  government  and  "outstanding  professional  achievement  and 
devotion  to  public  service." 

Timm  today  also  appointed  Associate  Chief  Administrative  Law  Judge  Robert  L^ 
Park  to  succeed  Wiser  as  Chief  and  Ross  I.  Newmann  to  succeed  Park  as  Associate 
Chief. 

Wiser  joined  the  CAB  in  1940  in  the  Bureau  of  Economic  Regulation  and  became 
a  trial  examiner  (a  predecessor  of  the  administrative  law  judge  position)  in  1942. 
He  became  Associate  Chief  Hearing  Examiner  in  1968  and  Chief  Administrative  Law 
Judge  in  July,  1971,  During  his  years  with  the  CAB  he  presided  over  some  of  the 
Board's  most  significant  cases.  Including  the  Large  Irregular  Air  Carrier  Investiga- 
tion decided  in  1955  and  the  General  Passenger  Fare  Investigation  of  the  late  1950s . 
He  was  with  the  Naval  Research  Laboratory  from  1925  until  joining  the  CAB  and  served 
in  the  Navy  in  World  War  II. 

Upon  retirement,  he  plans  to  travel  for  a  period  and  then  do  consulting  work. 

MORE 
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Park,  with  the  CAB  since  1948,  has  been  an  attorney  In  its  Bureau  of  Enfordement, 
Assistant  to  former  Board  Member  Oswald  Ryan,  and  served  in  various  capacities  In 
the  Office  of  General  Counsel  before  being  appointed  a  hearing  examiner  In  1962. 
He  was  named  Associate  Chief  Administrative  Law  Judge  In  August,  1971.   He  received 
his  AB  frbm  Duke  University  in  1940  and  his  LLB  from  Harvard  law  School  in  1947. 
During  World  War  II  he  served  with  the  Coast  Guard  from  1942-1946. 

Newmann  Joined  the  Board  as  a  member  of  the  General  Counsel's  staff  in  1941. 
He  was  a  hearing  examiner  for  about  four  years,  then  served  as  assistant  to  former 
CAB  Member  Josh  Lee  for  the  10  years  that  Lee  was  on  the  Board.   Newmann  was  named 
as  assistant  general  counsel  in  1957  and  Associate  General  Counsel  in  1959.   He 
became  a  hearing  examiner  (now  administrative  law  Judge)  in  1962. 

Newrtann  received  is  AB  degree  from  the  University  of  Denver  and  his  law  degree 
from  its  Law  School.  He  is  a  member  of  the  Colorado  Bar. 

//  //  »  II 
ATTACHMEliTS 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON,   D.C.     20428 


June  19,    197*^ 


Honorable  Robert  D.   Tiram 

Chaii-rii'j.n 

Civil  Aeronautics  Board 

Washington,  D.  C. 

Dear  Mr.  Chairman: 

I  regret  that  I  find  it  necessary  to  retire  from  ray 
position  as  Chief  Administrative  Law  Jud^e  of  the  Board, 
effective  June  28,  197^+.   This  step  becomes  necessary  for 
financial  reasons  arising  from  irretrievable  losses  in 
retirement  pay  which  I  would  suffer  if  I  were  to  remain  on 
duty  after  the  'end  of  June. 

It  has  been  a  fortunate  experience,  indeed,  to  have  had 
a  pai't  in  the  Board's  regulation  and  encoioragement  of  the 
Nation's  air  transportation  system  in  the  position  of 
Administrative  Law  Judge  (formerly  Hearing  Examiner)  which  I 
have  held  since  19I+2.   The  work  has  been  pleasant,  stimulating, 
and  satisfying.   It  has  been  an  especial  honor  to  be  the  Chief 
Administrative  Law  Judge  for  the  past  three  years,  and  to  have 
dealt  as  such  with  the  Board  and  its  highly  capable  staff  of 
Judges. 

My  relationships  with  the  Board  and  its  staff  have  been 
exceedingly  pleasant  at  all  times  and  I  have  greatly  enjoyed 
working  with  you  and  your  administration.   Please  accept  my 
personal  thanks  for  the  excellent  spirit  of  cooperation  between 
the  Board  and  this  office  and  its  Judges.   I  will  always  cherish 
the  memory  of  my  experiences  and  associations  gained  at  the  Board. 

Sincerely, 


^^; 


/     .   ^alph  L.  Wiser 

Lef  Administrative  Law  Judge 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON.  D.C.    20428 


June  20,  1974 


Mr.   Ralph  L.   Wiser 
Chief  Administrative  Law  Judge 
Civil  Aeronautics  Board 
Washington,   D.    C.      20428 

Dear  Ralph: 

With  sincere  personal  regret,   I  accept  your  letter  informing  me 
that  you  intend  to  retire  at  the  end  of  June.     When  you  leave,  you 
will  take  with  you  my  heartfelt  thanks  for  your  exceptional  spirit  of 
cooperation  and  my  personal  gratitude  for  the  help  you  have  always 
given  me  so  generously. 

Your  long  and  distinguished  career  in  government  has  been  marked 
by  outstanding  professional  achievement  and  devotion  to  public  service. 
As  an  Administrative  Law  Judge,  you  have  made  a  noteworthy  con- 
tribution to  the  development  of  aviation  law,   and  your  personal  growth 
has  matched  and  kept  pace  with  the  dynamic  evolution. of  the  Civil 
Aeronautics  Board  and  the  vital  industry  which  it  regulates.     The 
qualities  of  leadership  which  you  have  so  eminently  displayed  in  the 
demanding  position  of  Chief  Administrative  Law  Judge  have  set  a 
standard  of  excellence  against  which  all  your  successors  will  have  to 
measure  themselves. 

I  know  that  you  must  be  proud  of  your  important  role  in  the  development 
of  the  world's  best  air  transport  system,   and  I  knew,  toQ  that  I  speak 
for  the  entire  Board  in  wishing  you  well  in  whatever  the  future  holds 
for  you. 

We  all  hope  that  you  will  return  often  to  visit  your  many  good  friends 
and  associates  at  the  Board. 


Robert  D.   Timni 
Chairman 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON.  DC.     20428 


FOR  RELEASE: 


(202)    382-6031 


IMMEDIATE 
JUNE  14,  1974 
CAB  74-123 


Civil  Aeronautics  Board  General  Counsel,  Richard  Littell,  has 
resigned  effective  June  30.  Accepting  Littell's  resignation  with 
"personal  regret,"  Chairman  Robert  D.  Tiam  noted  that  Littell's 
distinguished  association  with  the  Board  has  covered  nearly  one- 
half  of  the  Board's  existence.  Tinun  expressed  "great  appreciation" 
for  Littell's  "contribution  to  the  Civil  Aeronautics  Board  and  to 
the  Government"  as  CAB  general  counsel,  associate  general  counsel 
(international,  governmental  and  carrier  relationships),  and 
assistant  general  counsel. 

Littell  was  also  formerly  general  counsel  at  the  Postal  Rate 
Commission. 

Littell  will  return  to  private  practice  in  Washington,  D.C.  as 
a  partner  in  the  law  firm  of  Dlcksteln,  Shapiro,  and  Morin. 
t  t  *  t 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  O.C.    20426 


June  13,  1974 


Mr.  Richard  Llttell 
Geneial  Counsel 
Civil  Aeronautics  'loard 
Washington,  D.  C.  :0/»18 

Dear  Dick: 

It  is  with  personal  repret  and  great 
appreciation  for  your  contribution  to  the 
Civil  /eronautics  .:,oard  ^nd  the  Government 
that  I  accRiit  your  resignation  as  the  board's 
General  Counsel. 

Your  Ion"  assocl/ition  with  the  Board 
which  covers  n^iorly  onc-i  ". tJ-  of  the  ioard's 
existence,  hos  been  prorictive  end 
dlr-tj.n -.uishc;i.   T.  ho-»e  .•■-.t  ''a  ^.-ili  aoe  yea 
oftin  la  Che  i'uture  £iid  Unac  you  \;ill  retain 
the  fine  associf;tion3  ^.-i.Lch  you  hr.vc  ;iiade 
here  vlth  ths  i.o.ird  nnd  ti.e  :;tafr. 

■..'ith  every  good  wish  for  a  continued 
successful  career. 


;inccrely. 


^ 


■'^^ 


Robert   n.   Timm 
Chairaian 
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Question  32. 


Please  describe  the  Board's  policies  concerning  the  acceptance 
of  transportation,  gratuities,  hospitality,  or  favors  from  reg- 
ulated firms  by  Board  members  and  Board  employees. 


CAB  Response  to  Question  32: 

Part  370  of  the  Board's  Special  Regulations  (14  C.F.R. 
§§370.735-11  et  seq.)  sets  out  the  Board's  overall  policies  as 
to  employee  responsibilities  and  conduct.   Sections  370.735-21 
to  370,735-24,  inclusive,  deal  specifically  with  gifts,  enter- 
tainment, and  favors. 

The  general  prohibition  is  that  an  employee  shall  not 
solicit  or  accept,  directly  or  indirectly,  any  gift,  gratuity, 
favor,  entertainment,  loan,  or  any  other  thing  of  monetary  value 
from  a  person  who:   (1)  has,  or  is  seeking  to  obtain,  contractual 
or  other  business  or  financial  relations  with  the  Board;  (2)  con- 
ducts operations  or  activities  that  are  regulated  by  the  Board; 
or  (3)  has  interests  that  may  be  substantially  affected  by  the 
performance  or  nonperformance  of  the  employee's  official  duty. 
Section  380.735-21,  14  C.F.R.  §307.735-21. 

The  exceptions  to  the  general  prohibition  are: 

(a)  Family  and  personal  relationships  when  it  is  the 
relationships  rather  than  the  business  of  the  persons  concerned 
which  are  the  motivating  factors;  or  retirement  pay  or  other 
benefits  obtained  because  of  prior  employment  where  such  benefits 
are  a  matter  of  right.   Section  370.735-22 (a) ,  14  C.F.R. 
§370.735-22(a). 

(b)  The  utilization  by  employees  of  the  services  offered 
to  the  public  by  any  of  the  persons  listed  above  provided  that 
full  value  is  paid  therefore;  the  carriage  without  charge  by  an 
air  carrier  of  employees  engaged  in  inspection  duties;  and 
commercial  transactions  between  employees  and  banks,  insurance 
companies,  and  other  similar  institutions  which  may  be  among  the 
persons  listed  above  where  no  special  treatment  is  afforded  by  the 
institution  to  the  employee.   Section  370. 735-22 (b) ,  14  C.F.R, 
§370.735-22(b). 

The  general  prohibition  does  not  include  acceptance  of: 

(a)  Board  approved  invitations  to  designated  employees  to 
participate  in  ceremonial  or  inaugural  flights,  and  meals,  accom- 
modations, and  entertainment  incidental  thereto. 

(b)  Invitations  to  widely  attended  social,  honorary,  or 
promotional  functions  sponsored  by  the  persons  listed  above;  or 
to  sit  at  a  table  at  such  functions,  the  expenses  of  which  have 
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been  paid  for  by  such  persons,  where  persons  other  than  Board 
employees  and  employees  of  the  inviter  also  have  received  invita- 
tions, or  where  the  employee  participates  as  speaker,  honored 
guest,  or  in  another  similar  manner  in  the  affair. 

(c)  Invitations  in  respect  to  meals  and  accommodations 
when  on  official  business  outside  the  continental  United  States 
where  commercial  accommodations  are  unavailable  or  inappropriate, 
or  where  refusal  of  the  offer  would  be  otherwise  inappropriate 

in  light  of  all  the  circumstances  involved. 

(d)  Invitations  in  respect  to  food  and  refreshments  of  a 
nominal  value  on  infrequent  occasions  in  the  ordinary  course  of 
a  luncheon,  dinner,  or  other  meeting,  or  on  inspection  tours  or 
business  trips  out  of  town  or  abroad,  or  in  furtherance  of  the 
promotional  and  developmental  responsibilities  of  the  Board  and 
the  employee,  provided  the  employee  is  properly  in  attendance, 
and  the  acceptance  does  not  result  in  or  create  the  appearance 
of  improper  conduct. 

(e)  Such  other  invitations  as  the  Board,  from  time  to 

time,  may  authorize  in  specific  situations.   Section  307. 735-22 (c) , 
14  C.F.R.  §307.735-22(c). 

The  general  prohibition  does  not  include  acceptance  of 
unsolicited  advertising  or  promotional  material,  for  example, 
pens,  pencils,  note  pads,  calendars,  and  othep  items  of  nominal 
intrinsic  value.   Section  370. 735-22 (d) ,  14  C.F.R.  §370.735-22 (d) . 

The  general  prohibition  does  not  include  receipt  by  an  employee 
of  bona  fide  reimbursement,  unless  prohibited  by  law,  for  travel 
expenses  and  such  other  necessary  subsistence  as  is  compatible  with 
the  provisions  just  enumerated  for  which  no  Government  payment  or 
reimbursement  is  made.   Such  reimbursement  is  subject  to  approval 
and  does  not  permit  of  excessive  personal  living  expenses,  gifts, 
entertainment,  or  other  personal  benefits.   Section  370.735-22 (e) , 
14  C.F.R.  §370.735-22(e). 
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Question  33. 

Please  provide  resumes  of  your  administrative  law  Judges,  Indicating  what 
training  in  economics  they  have  had. 


CAB  Response  to  Questioa  33: 

Resumes  as  of  July  1,  1974,  are  attached  which  show  the 
academic  background  and  the  pertinent  work  experience  of  the  Board's 
administrative  law  judges.   As  the  resumes  indicate,  the  judges  as  a 
corp  have  not  only  a  high  degree  of  formal  training  in  economics  and 
related  subjects,  but  also  have  had  extensive  exposure  to,  and  practical 
experience  in,  the  field  of  air  transportation  economics. 
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Question  34. 


Please  provide  a  statement  showing  how  the  CAB's  budget  has 
been  spent  each  year  for  the  past  ten  years.   Insofar  as  possible 
break  down  the  categories  by  specific  function.   In  particular, 
indicate  the  amount  of  funds  spent  on  different  sorts  of  enforce- 
ment and  consumer  protection  activity.   Indicate  how  much  money 
is  spent  on  each  of  the  following  activities:   a)   preventing 
violations  of  the  rules  governing  charters;  b)   preventing 
overcharges  on  scheduled  flights;  c)   preventing  violations  of 
the  rules  governing  "bumping";  d)   other  rule  violations  (specify) 
e)   other  consumer  protection  activities  (specify). 


CAB  Response  to  Question  34: 


The  table  attached  shows  how  the  budget  has  been  spent  by  major 
program/ activities  for  the  past  ten  years.   Our  records  do  not 
enable  us  to  provide  the  detail  breakdown  requested  for  the 
enforcement  and  consumer  protection  activities. 
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Question  35. 

Describe  how  Board  decisions  are  made  available  to  the  general  public. 
Append  a  list  of  libraries  subscribing  to  CAB  reports.  Are  the  printed 
volumes  of  decisions  kept  up  to  date?   What  indices  are  prepared  of  the 
decisions?   (Please  enclose  a  copy  of  a  typical  index.) 


CAB  Response  to  Question  35: 

As  soon  as  possible  after  adoption  of  a  Board  decision,  copies 

thereof  are  made  available  to  the  public,  the  carriers  and  the  press 
through  simultaneous  release  by  both  the  Board's  DocCet  Section,  Room  714, 
and  its  Office  of  Information,  Room  708.   Press  Releases  are  issued  by 
the  Office  of  Information  on  Opinions  and/or  Orders  having  particular 
significance  or  special  interest  to  the  public. 

The  Board  also  maintains  a  mailing  list,  presently  consisting  of 
approximately  580  names,  of  people  desiring  to  receive  copies  of 
Civil  Aeronautics  Board  decisions.   These  publications  are  mailed  out 
on  a  weekly  basis,  and  the  charge  for  receiving  only  Board  Opinions 
is  $47.00  per  year  and  for  Opinions  and  Orders  the  charge  is  $138.00  a 
year.   About  half  the  people  on  the  above  list  receive  free  copies  of 
both  Opinions  and  Orders  as  they  are  sent  free  to  certain  educational 
groups,  other  government  agencies  and  libraries. 

Certain  Orders  of  the  Board,  as  directed  by  the  Board,  are 
published  in  the  Federal  Register.   Most  Orders  instituting  investigations 
and  most  Orders  to  Show  Cause  (except  those  relating  to  subsidy)  are 
printed  in  the  Federal  Register. 

A  total  of  405  Depository  Libraries,  comprised  of  both  Public 
Libraries  and  governmental,  military  and  educational  institutions, 
receive  free  copies  of  published  volumes  of  the  Civil  Aeronautics 
Board  Reports  from  the  Superintendent  of  Documents.  _/ 


_/  The  Superintendent  of  Documents  maintains  a  current  list  of 
Depository  Libraries. 
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The  Board  makes  only  internal  distribution  of  its  Reports.   However, 
they  may  be  purchased  from  the  Superintendent  of  Documents. 

Volume  50  of  the  Board's  Reports  is  in  print,  including  decisions 
through  May  1969.   Volume  51,  which  will  include  decisions  of  June  and 
July,  1969,  is  presently  at  the  printers.   Under  a  new  system,  which 
the  Board  is  currently  working  out,  printing  of  the  Board's  Reports 
should  be  on  a  current  basis  within  the  next  eighteen  months. 

All  opinions  and  orders  that  have  been  designated  to  appear  in  the 
Reports  have  been  digested  to  date.   These  digests  are  maintained  by  the 
Board's  Indices  Section  in  paper  form  (Exhibit  A)  until  transferred  to 
card  form  (Exhibit  B)  as  soon  as  possible.   Because  of  publication 
procedures,  these  digests  are  filed  by  order  number  until  published  In 
the  bound  Reports,  after  which  they  are  integrated  alphabetically  with 
digests  of  previous  volumes  to  await  publication  in  a  cumulative  digest 
volume.   Digests  are  located  by  a  separate  alphabetical  locater  of 
heading  and  subheading  (Exhibit  C) . 

Indices  Section  is  open  to  the  public  and  all  digests  are  available 
to  researchers  in  room  509.   Additionally,  a  subscription  service  of  all 
digests  for  1974  opinions  and  orders  selected  is  available  and  will  be 
continued  for  1975  if  demand  is  sufficient  to  cover  cost  of  printing. 
Researchers  are  also  assisted  by  telephone  if  feasible. 
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EXHIBIt  A 


74-10-73 


Eastern's  motion  for  expedited  hearing  to  consider  Grand  Cayman 
service  is  denied.  Southern  has  requested  temporary  exemption  to 
provide  immediate  service  pending  hearing  on  certificate  applications. 
Since  Eastern  has  not  objected  to  this  and  does  not  desire  to  commence 
service  immediately,  Southern  Is  granted  a  temporary  exemption. 
Carriers'  applications  for  service  will  be  set  for  hearing  on  a 
nonexpedited  basis  since  Southern's  exemption  vitiates  argument 
for  expeditious  treatment.  Southern  Airways,  Cayman  Islands 
Exemption, 

P  3 
CHOICE  OF  CARRIER 

Foreign  Routes: 
EXEMPTIONS 

Foreign  Air  Transportation: 
FOREIGN  AIR  TRANSPORTATION 

Temporary: 
PROCEDURE 

Exemptions: 

Expedited  Proceeding: 
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EXHIBIT  B 

PROCEDURE  Vol.  65  74-10-73 

Expedited  Proceeding:  Eastern's  motion  for  expedited  hearing  to 
consider  Grand  Cayman  service  is  denied.  Southern  has  requested 
temporary  exemption  to  provide  immediate  service  pending  hearing  on 
certificate  applications.  Since  Eastern  has  not  objected  to  this  and 
does  not  desire  to  commence  service  immediately,  Southern  is  granted 
a  temporary  exemption.  Carriers'  applications  for  service  will  be 
set  for  hearing  on  a  nonexpedited  basis  since  Southern's  exemption 
vitiates  argument  for  expeditious  treatment.  Southern  Airways , 
Cayman  Islands  Exemption,  lOj^C-  • 

P  3 
EXHIBIT  C 


PROCEDURE    (Expedited  Proceeding): 

70-1-147  74-10-73 

70-3-137  74-10-85 

70-5-53  74-11-24 

70-10-127 

70-11-91 

71-1-102 

71-1-112 

71-5-132 

71-7-107 

72-2-84 

72-3-69 

72-6-129 

73-3-28 

73-6-45 

73-7-78 

74-1-150 

[Master  Index  has  been  omitted;  it  is  on  file  with  the  CAB.] 
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Question  36. 

Are  all  traffic  and  service  data  reported  to  the  Board  made  avail- 
able to  the  public?   To  the  airlines?   If  there  is  a  difference, 
explain  its  justification. 


CAB  Response  to  Question  36: 

Traffic  and  service  segment  data  recurrently  reported  to  the 
Board  by  the  certificated  route  air  carriers  are  generally  made 
available  to  the  air  carriers  and  the  public  except  as  discussed 
below. 

International  passenger  origin-destination  survey  statistics 
are  not  disclosed  to  foreign  carriers  or  non-U.  S.  interests.   These 
quarterly  data  are  made  available  to  the  U.  S.  certificated  route 
air  carriers  participating  in  the  survey,  but  are  generally  withheld 
from  public  disclosure.  These  statistics  can  be,  and  have  been, 
released  to  elements  of  the  general  public  upon  a  showing  that  such 
release  would  serve  specifically  identified  needs  of  U.  S.  users 
which  are  consistent  with  U.  S.  interests.  The  reasons  and  justifi- 
cation for  the  restrictions  placed  upon  the  international  origin- 
destination  survey  statistics  are  set  forth  in  Part  399 '100  of  the 
Board's  Statement  of  General  Policy.   (See  Regulations  No.  PS-39j 
attached.) 

Service  segment  data,  which  cover  the  scheduled  operations  of 
the  certificated  route  air  carriers,  provide  monthly  statistics  on 
traffic,  capacity,  load  factor,  and  other  operating  data  by  flight 
stage  for  each  individual  flight  and  are  subject  to  restrictions  on 
disclosure  by  section  I9-6  of  Part  2i+l  of  the  Board's  Economic 
Regulations.  These  detailed  flight-stage  data  are  regarded  as  trade 
secrets  and  are  not  freely  disclosable  to  competitors  or  the  general 
public . 

Since  no  similar  reciprocal  information  is  available  from 
competing  domestic  air  carriers,  such  as  supplemental,  intra-state, 
and  air  taxis,  or  surface  transport  carriers,  the  certificated  route 
air  carriers  would  be  placed  at  a  competitive  disadvantage  by  complete 
public  disclosure  of  the  domestic  service  segment  data.   In  respect 
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to  international  service  segment  data,  since  no  reciprocal  information 
is  available  from  foreign-flag  air  carriers,  disclosure  of  the  U.  S. 
carriers'  data  would  subject  the  United  States  to  a  serious  disad- 
vantage in  negotiations  for  air  traffic  rights  with  other  nations 
and  v7ould  place  the  U.  S.-flag  carriers  at  competitive  disadvantage. 
(For  further  discussion,  see  ER-586,  pages  16-I8,  and  ER-7il5,  both 
attached.) 

Therefore,  domestic  service  segment  data  are  restricted  as  to 
release  and  disclosure  for  a  period  of  twelve  months  following  the 
close  of  the  year  to  which  the  data  relate,  and  the  international 
data  are  not  freely  disclosable  at  any  time.  Release  of  these  data 
can  be,  and  has  been,  made  as  provided  in  the  conditions  in  the 
regulations  upon  a  shov;ing  that  such  release  is  in  the  U.  S.  interest 
and  is  consistent  with  the  Board's  regulatory  functions  and  respon- 
sibilities.  (Also  see  ER-7i+5,  attached.) 

Both  the  international  passenger  origin-destination  data  and  the 
service  segment  data  may  be  introduced  as  evidence  in  a  proceeding 
before  the  Board  when  the  Board  or  the  administrative  law  judge  has 
ruled  that  the  data  are  relevant  and  material  to  the  issues  and  are 
admissible  as  evidence.  In  such  cases,  the  data  appropriate  to  the 
proceeding  are  made  available  to  all  parties  to  the  proceeding,  and 
that  v/hich  is  introduced  into  the  docket  becomes  part  of  the  public 
record  in  the  proceeding. 
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Regulation  No,  PS-39 


UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 


Policy  Statements 
Amendment  No.  l8  to  Part  399 
Effective:  May  16,  1969 
Adopted:  May  16,  1969 


PART  399  -  STATEMENTS  OF  GENERAL  POLICY 
INTERNATIONAL  PASSENGER  O&D  SURVEY  DATA 

In  the  past,  published  International  Origin  and  Destination  Survey 
data  have  been  available  to  the  general  public.  However,  other  informa- 
tion collected  in  the  survey,  but  not  published,  has  been  available  only 
within  the  Board  from  the  carrier  reports  and  magnetic  tapes  on  which  this 
information  is  contained,  and  has  not  been  available  to  the  general  public. 
The  new  survey  which  became  effective  January  1,  1968,  greatly  expands  the 
body  of  facts  being  collected  from  the  U.S.  carriers.  In  light  of  this 
expansion,  and  of  our  inability  to  obtain  O&D  information  from  most  foreign 
carriers  on  a  reciprocal  basis,  the  Board  has  reexamined  its  policy  regard- 
ing public  disclosure  of  the  international  O&D  survey  data.  It  is  clear  that 
continued  disclosure  will  enable  each  foreign  flag  carrier  to  readily  identify 
the  specific  traffic  most  sensitive  to  competitive  diversion,  as  well  as 
provide  new  information  as  to  fare  basis  which  permits  evaluation  of  the 

y 

impact  of  specific  fares  on  volume.   Because  of  this  adverse  competitive 


1/  The  information  is  thus  in  the  nature  of  "trade  secrets,"  subject  to  the 
special  provisions  of  the  Freedom  of  Information  Act,  as  codified  in  5  U.S.C. 
552(b)(4). 
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effect,  w«^.  now  find  that  disclosure  of  this  information  to  foreign  flag 

carriers  or.  a  unilateral  basis  is  not  in  the  national  interest. 

The  Board  therefore  has  determined  to  withhold  international  O&D  survey 

data  from  foreign  flag  carriers  who  do  not  share  their  traffic  statistics 

on  a  reciprocal  basis.   To  be  -effective, however,  this  withholding  of  data 

must  of  necessity  restrict  the  free  access  of  data  to  many  elements  of  the 

U.S.  public.   The  attached  Policy  Statement  sets  out  these  restrictions  and 

makes  availability  to  the  public  dependent  upon  a  showing  that  release  of 

the  data  will  serve  specifically  identified  needs  of  U.S.  users  which  are 

consistent  with  U.S.  interests,  or  servicing  for  the  account  of  a  particular 

2/ 
U.S.  carrier  participating  in  the  survey. 

In  consideration  of  the  foregoing,  the  Board  finds  that  disclosure  of 
international  origin  and  destination  statistics,  except  as  provided  herein, 
would  adversely  affect  the  interests  of  United  States  air  carriers,  and  is 
not  required  in  the  interest  of  the  public.   Since  the  amendment  piovided 
for  herein  is  a  general  statement  of  policy,  notice  and  public  procedure  are 
unnecessary  and  the  amendment  may  be  made  effective  immediately.  Accordingly, 
the  Board  hereby  amends  Part  399,  Statements  of  General  Policy  (14  CFR  Part 
399),  effective  May  16,  I969,  as  follows: 

1.   By  amending  the  table  of  contents  of  Part  399  to  include  the  new 
title  of  Subpart  I  and  the  title  of  the  new  policy  statement  as  follows: 


2/   By  concurrent  amendment  of  Part  385  (OR-UO),  the  Board  is  delegating 
to  the  Director,  Bureau  of  Accounts  and.  Statistics,  authority  to  grant  or  deny 
requests  for  the  use  of  international  origin  and  destination  statistics,  and 
further  to  provide  to  the  Air  Transport  Association  of  America  international 
survey  data  under  such  terms  as  he  deems  nncessary  to  ensure  that  only  persona 
authorized  by  the  Director  will  receive  ths  data. 
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SUBPART  I    -   POLICIES  RELATING  TO  DISCLOSURE  OF  INFORMATION 

Sec. 

399.100  Release  of  international  passenger  origin  and  destination 
statistics. 

2.  By  adding  a  new  Subpart  I,  the  title  of  which  shall  read  as 
follows: 

SUBPART  I  -  POLICIES  RELATING  TO  DISCLOSURE  OF  INFORMATION 

3.  By  adding  a  new  §399.100  to  read  as  follows: 

§399.100  Release  of  international  passenger  origin  and  destination 
statistics. 

International  data  in  the  Civil  Ae-ronautics  Board's  Origin-Destination 
Survey  of  Airline  Passenger  Traffic  are  contained  in  reports  submitted  by 
U.S.  carriers  to  the  Board,  in  data  banks  on  magnetic  tape  maintained  at 
the  CAB,  and  In  tabulations  prepared  from  the  data  banks  by  CAB, 

Similar  international  passenger  origin  and  destination  survey  data 
covering  the  operations  of  the  non-U. S.  carriers  are  not  generally  avail- 
able to  the  Civil  Aeronautics  Board,  the  U.S.  carriers,  or  U.S.  interests.. 
Therefore,  because  of  the  damaging  competitive  Impact  upon  U.S. -flag  carriers 
and  the  adverse  effect  upon  the  public  Interest  that  would  result  from 
unilateral  disclosure  of  the  U.S.  survey  data,  the  Civil  Aeronautics  Board 
has  determined  its  policy  to  be  that  the  international  data  in  the  CAB 
Origin-Destination  Survey  of  Airline  Passenger  Traffic  shall  be  disclosed 
only  as  follows: 

(1)  To  an  air  carrier  directly  participating  In,  and  contributing 
input  data  to,  the  survey;  or  to  a  legal  or  consulting  firm  or  other 
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organization  designated  by  an  air  carrier  to  use  on  its  behalf  06J)  data 
in  connection  with  a  specific  assignment  by  such  carrier. 

(2)  To  parties  to  any  proceeding  before  the  Board  to  the  extent  that 
such  data  are  relevant  and  material  to  the  issues  in  the  proceeding  upon  a 
determination  to  this  effect  by  the  hearing  examiner  assigned  to  the  case  or 
by  the  Board.  Any  data  to  which  access  is  granted  pursuant  to  this  section 
may  be  introduced  into  evidence,  subject  to  the  normal  rules  of  admissibility 
of  evidence. 

(3)  To  agencies  and  other  components  of  the  U.S.  Government. 

(4)  To  other  persons  upon  a  showing  that  the  release  of  the  data  will 
serve  specifically  identified  needs  of  U.S.  users  which  are  consistent  with 
U.S.  Interests. 

(5)  To  foreign  governments  and  foreign  users  as  provided  in  formal 
reciprocal  arrangements  between  the  foreign  and  U.S.  governments  for  the 
exchange  of  comparable  O&O  data. 

The  Board  reserves  the  right  to  make  such  other  disclosure  of  the  sub- 
ject data  as  is  consistent  with  its  regulatory  functions  and  responsibilities. 

(Sees.  204(a)  and  1104  of  the  Federal  Aviation  Act  of  1958,  as  amended,  72 
Stat.  743,  797;  49  U.S.C.  1324,  1504.   Interpret  or  apply  sees.  3  and  4  of 
the  Administrative  Procedure  Act  as  amended  and  recodified,  80  Stat.  383,  81 
Stat.  54;  5  U.S.C.  552,  553.) 

By  the  Civil  Aeronautics  Board: 

MABEL  McCART 
Acting  Secretary 
(SEAL) 

NOTE:   This  is  AmendmGnt  No.  18  to  Part  399  effective  Jaiuary  29,  196U. 
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EXCERT  FROM  REGULATION  ER-586 
-  16  . 

4.   Public  disclosure.   The  notice  stated  that  the  Board  is  aware 

that  detailed  flight-stage  data  have  traditionally  been  regarded  by  carriers 

as  trade  secrets,  not  to  be  disclosed  to  competitors  or  the  general 

public.   The  Board  found  that  flight-stage  data  on  international  routes 

should  be  withheld  from  disclosure  because  no  reciprocal  information  is 

provided  by  foreign  air  carriers  and  disclosure  would  subject  U.S.  flag 

12/ 
carriers  to  a  serious  competitive  disadvantage.     With  respect  to 

domestic  flight-stage  data,  however,  the  Board  stated  that  the  competitive 

effect  of  disclosure  Is  less  sensitive  because  all  carriers  would  be  on 

an  equal  footing.   The  carriers  were  invited  to  address  their  comments, 

inter  alia ,  to  particular  problems  that  might  be  involved  in  the  event  of 

public  disclosure  of  domestic  flight-stage  data. 

13/ 
The  carriers  almost  overwhelmingly  oppose  disclosure.     They  argue 

that,  as  in  the  case  of  flight-stage  data  on  international  routes  which 
the  Board  found  should  be  withheld  from  disclosure  because  no  reciprocal 
information  is  provided  by  foreign  air  carriers  and  disclosure  would 
subject  U.S.  flag  carriers  to  a  serious  competitive  disadvantage,  the 
same  condition  exists  with  respect  to  the  disclosure  of  domestic  flight- 
stage  data.   Thus,  th6y  contend,,  reciprocal  information  would  not  be 
supplied  by  supplemental  carriers,  intrastate  carriers  not  subject  to  CAB 
regulations, .air  taxi  operators,  and  other  competing  modes  of  transportation; 


_I2/   Cf_.  PS-39  adopted  May  16>  1969,  34  F.R.  8038,  May  22,  1969,  with  respect 
to  confidential  treatment  of  international  passenger  O&D  survey  data. 
13/  Only  two  carriers  (Moh-avk  and  Airlift)  do  not  object  to  public  disclosure 
of  service  segment  data. 


67-378  O  -  76  -  vol.1  -  31 


474 


17  - 


and  disclosure  of  this  detailed  marketing  information  would  have  a 
serious  competitive  effect  on  domestic  route  carriers.   Moreover,  according 
to  the  air  carriers,  the  data  reflect  the  essence  of  management  decision- 
making of  the  individual  route  carriers  and  are  an  expression  of  the  results 
of  management  innovation  and  creativity  which  produce  profitable  or 
unprofitable  operations  for  owners  of  the  air  carriers.   To  freely  expose 
such  data  would  develop  a  climate  in  which  carrier  managements  would 
cease  to  innovate  or  experiment  on  their  own,  thus  limiting  the  continued 
progress  of  the  industry  and  working  a  detriment  to  the  traveling  public. 
One  carrier  underscores  the  seriousness  of  the  problem  created  by  omission 
of  the  so-called  intrastate  carriers  from  the  application  of  the  proposed 
regulation  in  that  it  engages  in  intense  competition  with  such  carriers 
and  asserts  that  it  would  be  severely  handicapped  if  the  data  became 
known  to  them.   The  carriers  as  a  whole  oppose  public  disclosure  of  all 
proposed  detailed  flight-stage  traffic  and  capacity  data  for  domestic  and 
international  routes. 

One  attorney  representing  three  civic  parties  supports  public 
disclosure  of  domestic  flight-stage  data.   It  is  contended  that  if  the 
Board  needs  flight-stage  data  to  carry  out  its  responsibilities,  as  it 
surely  does,  the  public  also  needs  this  information  to  carry  out  Congress' 
plan  that  the  public  may  request  regulatory  action.   It  is  also  argued 
that  in  this  day  of  scheduling  committees  at  major  airports,  the  amount 
of  information  exchanged  between  carriers  is  so  great  that  it  is   indefen- 
sible to  withhold  flight-stage  data  from  the  public. 
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Upon  consideration  of  all  the  comments  filed,  the  Board  has  determined 
to  provide  for  limited  confidential  treatment  of  these  data.   As  a 
general  principle,  of  course,  public  policy  favors  disclosure  of  all  data 
filed  with  the  Board  unless  there  are  compelling  reasons  for  withholding. 
On  the  other  hand,  service  segment  data  have  traditionally  been  regarded 
as  data  of  a  proprietary  nature,  in  the  category  of  trade  secrets,  and 
not  to  be  disclosed  generally  to  competitors.  Unrestricted  public  disclosure 
might  adversely  affect  each  individual  carrier  in  relation  to  its  competi- 
tors, especially  with  respect  to  data  for  experimental  markets, 
and  might  even  induce  some'carriers  to  forego  market  experimenta- 
tion,with  possible  detrimental  effects  on  the  public. 

Balancing  these  considerations  the  Board  has  determined,  in  an  attempt 
to  accommodate  both  the  needs  of  the  carriers  for  protection  from 
competitors,  on  the  one  hand,  and  the  public's  right  to  know,  on  the  other 
hand,  to  consider  service  segment  data  as  confidential  to  a  limited  extent. 
Thus,  we  shall  provide  for  restricted  access  to  service  segment  information, 
for  a  period  of  12  months  following  the  close  of  the  calendar  year  to  which  such 
data  are  applicable.   We  shall  not,  however,  restrict  their  use  in  formal 
Board  proceedings.   Therefore,  information  pertinent  to  a  particular  pro- 
ceeding would  be  made  available  to  individual  parties  under  such  circum- 
stances and  controls  as  are  deemed  necessary  in  the  particular  proceeding 
involved.   In  the  past,  information  obtained  in  fonaal  Board  proceedings 
has  generally  been  made  available  to  the  public  as  part  of  the  record  of 
the  proceeding,  and  this  will  continue  to  be  the  ptactice  with  reported 
service  segment  data.   The  Board  may  also  disclose  service  segment  data 
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Co  agencies  and  other  components  of  the  U.S.  government  and  may  make 

other  disclosure,  upon  the  Board's  own  motion  or  upon  application  of 

any  interested  person,  when  the  Board  finds  the  public  interest  so 

requires.      Finally,  the  Board  will  reserve  the  right,  from  time  to 

time,  to  publish  summary  information  compiled  from  the  service  segment 

14/ 
data  in  a  form  which  would  not  identify  individual  carrier  data. 


14/  The  Board's  grant  of  limited  confidentiality  of  service  segment 
data  in  this  proceeding  should  not  be  interpreted  as  a  resolution  of 
this  issue  for  all  time.   The  rule  is  subject  to  reexamination  after 
the  Board  gains  experience  in  the  processing  of  individual  requests 
for  specific  data. 
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Regulation  ER-745 


UNITED   STATES  OF  AMERICA 

CIVIL  AERONAUTICS    BOARD 

WASHINGTON,    D.    C. 


Economic   Regulations 
Amendment   No.    42      to    Part   241 
Effective:   June    19,    1972 
Adopted:        June    19,    1972 


PART  241    -   UNIFORM   SYSTEM  OF  ACCOUNTS  AND  REPORTS    FOR   CERTIFICATED 
AIR  CARRIERS 

SERVICE   SEGMENT  DATA    -  WITHHOLDING  OF  DATA   RELATING 
TO   INTERNATIONAL  OPERATIONS 


By  Amendment  No.   24   to   Part   241   of   the   Board's  Economic  Regulations, 
adopted  August   6,    1969,    the   Board   made  comprehensive  changes    in   the   system 
of  collecting  and   reporting  traffic  and  capacity  data   for  certificated  air 
carriers."       As   part  of    these  revisions,    the   Board   added    to   Part   241    Section 
19-6,    Public  Disclosure  of   Service   Segment  Data.      This    section   provides   for 
the   non-disclosure  of   such  data    (except   in   certain  specified   circumstances), 
for   a    period   of   12  months   following   the  close  of    the   calendar  year    to  which 
the  data   relate.      Thereafter,    these  data   are  available    to    the   public.      The 
text  of    the   section  does   not  differentiate   between   the    treatment    to   be 
accorded    service   segment  data   relating   to    international   as  opposed    to  domestic 
operations  of   carriers.      However,    as  discussed    below,    it  was    the   Board's   intention 
to   accord   separate   treatment  with  respect   to  disclosure  of  data   relating    to    the 
international   operations  of   United    States-flag  carriers,    and    it   is   necessary, 
therefore,    to   amend    Section   19-6   in  order    to   conform  with    that    intention. 


L/      ER-586,    34   F.R.    14591,    September   19,    1969.      Fart   241   of    the   Board's   Economic 
Regulations   is    found   at   14   CFR  Part   241. 
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In    the  Notice  of   Proposed   Rale  Making-     initiating    the   proceeding  which 

resulted   in   the  adoption  of   Section  19-6,    the   Board   had    stated    that: 

"With   respect   to    the  question  whether  detailed    flight- 
stage  data    should   be  made  available    to    the   public,    the   Board 
is   aware    that    such   data    have    traditionally    been   regarded    by 
carriers  as    trade   secrets,    not    to  be  disclosed    to   competitors 
or    the  general    public.      The   Board    finds    that    flight-stage 
data   on   international    routes    should    be  withheld    from  dis- 
closure because  no  reciprocal   information  is   provided   by 
foreign  air   carriers  and   disclosure  would   subject   U.S. -flag 
carriers    to  a   serious  competitive  disadvantage." 

This   position  was  reiterated    in  the  preamble   to    the  amendments   finally 

adopted,-^  wherein    the   Board    further   noted    that   such   special    treatment  was 

in  accord  with    the  policy   reflected   in   the  Policy   Statement  which   the   Board 

4/ 
had   recently    issued   with  respect   to   international   passenger  O&D   survey  data. 

As  already   noted.    Section  19-6  as  adopted  does  not  distinguish  between 
data   relating   to  domestic  and   international  operations.      However,    it   is 
apparent   from   the   foregoing   that    the   Board   did   not   intend    Section  19-6,    which 
permits  disclosure  on  a    time  lapse  basis,    to  apply    to  data   relating  to    the 
international   operations  of   U.S.— flag  carriers. 

In  order    to   insure   that   the   Board's  regulations  accurately  reflect  its 
intent  regarding   the   international   data,    we  are  amending  Section  19-6  of  Part 
241    to   provide   for    the  non-disclosure  of  data   relating    to   international 
operations  by   U.S.- flag  carriers   in  a   manner   similar    to    that   accorded   inter- 
national O&D   survey  data."       Since   international   routes  often  include  domestic 


2./     EDR-146,    33   F.R.    14717,   October   2,    1968    (Docket   20290). 

3/     ER-586,    34  F.R.    14591,    September   19,    1969. 

4/     14   CFR  §399.100.      This   Policy   Statement    (PS-39)   was   adopted  May   16,    19d9, 

34  F.R.    8038,    May   22,    1969. 

5/      See   14  CFR  §399.100. 
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service   segments,    it    is   necessary    to  withhold    from  disclosure  certain  data 
contained    in  domestic   service   segment  reports    in  order   not    to  reveal   infor- 
mation pertaining   to    the   international   operations  of    U.S.- flag  carriers. 
Specifically,    we  are   providing   for    the  non-disclosure  of   certain  parts  of 
domestic    service   segment  reports  where   the  disclosure  of   such  data  would 
provide   information  pertaining   to    the   international   operations  of   the  report- 
ing carrier.      The   first  of   these   instances   involves  down-line  deplanement  data 
on  domestic   service   segments  where  any  down-line  point   is  outside   territory 
under   U.S.    jurisdiction.      If   this  down-line  deplanement  data  were  disclosed, 
non-reporting  carriers  would   be  able    to  determine    the   number  of   international 
passengers   enplaned   by  reporting  carriers  on  any  route  where   two  or  more 
domestic   points  were   served   prior    to  a   point   in   territory  outside   U.S.    juris- 
diction.     The   second    instance   involves    traffic    transported   data  on  a   domestic 
service   segment   that    is  immediately   preceded    by  a    service   segment  originating 
from  a   point  outside   territory   under   U.S.    jurisdiction.      The  disclosure  of 
this  data   would   enable  non-reporting  carriers    to  determine    the  number  of 
passengers   enplaned   at   the  origin  point  outside   U.S.    territory   being   transported 
on   this  domestic    service   segment.      Additionally,    we  are   providing   for   the  non- 
disclosure of  data   relating   to    (a)    international    service   segments    (defined   as 
service    segments   with   one  or   both    terminals   outside   of    territory    under    U.S. 
jurisdiction),    and    (b)    service    segments   coded    as   applicable    to   other    thaa 
domestic   operations   pursuant    to   Section  21(i)   of    Part  241.      This   includes 
flight    stages   between    two  domestic   points  where    the  carrier  has   no  domestic 
authority   for    that  route,    but  where   international    passengers  may   be   enplaned 
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at   both   points.      For    the  reasons   previously   set   forth   in   the  Notice  of   Pro- 
posed  Rule  Making  and    the  preamble    to  Amendment  24,    ER-586,    the   Board    finds 
that  disclosure  of   such  data   would   adversely   affect   the   inteVests  of    the 
reporting  air   carriers  and   is   not  required   in   the   interest  of    the   public. 

Since   the   purpose  of    the  within  amendment    is  merely    to  make  explicit  in 
the   text  of   Section  19-6    the   Board's  determination  with  respect   to    the   issue 
of   public   disclosure,    which  has   already  been    the   subject  of  notice  and   public 
procedure,    and    since   there  is  a   need    for   immediate  clarification  of    the   status 
of    the  affected   data,    the   Board   finds    that   notice  and    public   procedure  hereon 
are  impractical,    unnecessary,    and  would   not  be  in   the  public   interest.      Also, 
for    the  above  reasons  and    since  adoption  of    this  amendment   imposes   no   burden 
on  any   party,    the   Board    finds   that    the  amendment  may  be  made  effective 
immediately. 

Accordingly,    the  Civil  Aeronautics   Board   hereby  amends   Section  19-6  of 
Part  241   of   its  Economic  Regulations    (14  CFR  Part  241)    effective    June      19, 

1972,    to  read  as  follows  i 
-Section   19-6     Public  disclosure  of   service   segment  data. 

Service  segment  data  in  reports  submitted   by  air  carriers   to   the  Board, 
in  data   banks  on  magnetic    tape  maintained   at   the  CAB,    and   in   tabulations 
prepared    from   the  data   banks  by  CAB  shall   not   be  disclosed,    except  as   provided 
herein: 

(a)      Data   relating   to   international   operations    (defined   as   follows: 
service   segments  with  one  or   both    terminals  outside  of    territory   under   U.S. 
jurisdiction;    service   segments  coded   as  applicable    to  other    than  domestic 
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operations  pursuant  to  Part  241,  Section  21  (i);  down-line  deplanement  data 
on  domestic  service  segments  when  any  down-line  point  is  outside  territory 
under  U.S.  jurisdiction;  and  traffic  transported  statistics  on  any  domestic 
service  segment  that  is  immediately  preceded  by  a  service  segment  whose 
originating  point  is  outside  territory  under  U.S.  jurisdiction),  shall  only 
be  disclosed  as  follows:  ' 

(1)  Twelve  (12)  months  following  the  close  of  the  calendar  year  to 
which  the  data  relate,  (i)  to  an  air  carrier  currently  submitting  service 
segment  data  relating  to  international  operations,  as  above  defined,  pursuant 
to  the  requirements  of  Part  241;  and  (ii)  to  a  legal  or  consulting  firm  or 
other  organization  designated  by  such  air  carrier  to  use  on  its  behalf  such 
data  in  connection  with  a  specific  assignment  by  such  carrier. 

(2)  To  foreign  governments  and  foreign  users  as  provided  in  formal 
reciprocal  arrangements  between  the  foreign  and  U.S.  governments  for  the 
exchange  of  comparable  service  segment  data. 

(3)  To  the  extent  and  for  the  purposes  that  International  O&D  Survey 
data  are  disclosed  pursuant  to  paragraphs  (2)  and  (3)  of  §399.100. 

(4)  To  such  persons  and  in  such  circumstances  as  the  Board  determines 
to  be  consistent  with  its  regulatory  functions  and  responsibilities. 

(b)   Data  relating  to  all  operations  other  than  international  operations  as 
defined  in  paragraph  (a)  shall  not  be  disclosed  prior  to  12  months  following 
the  close  of  the  calendar  year  to  which  the  data  relate,  except  as  follows: 

(1)   To  parties  to  any  proceeding  before  the  Board  to  the  extent  that 
such  data  are  relevant  and  material  to  the  issues  in  the  proceeding  upon  a 
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determination  to  this  effect  by  the  hearing  examiner  assigned  to  the  case  or 
by  the  Board.   Any  data  to  which  access  is  granted  pursuant  to  this  section 
may  be  introduced  into  evidence,  subject  to  the  normal  rules  of  admissibility 
of  evidence. 

(2)  To  agencies  and  other  components  of  the  U.S.  Government. 

(3)  To  such  other  persons  as  the  Board  may  determine  to  be  in 
the  public  interest. 

(c)   The  Board  may,  from  time  to  time,  publish  summary  information 
compiled  from  the  service  segment  data^  in  a  form  which  would  not 
identify  individual  carrier  data.  —  - 


(Sees.  20A(a),  407  and  1104  of  the  Federal  Aviation  Act  of  1958,  as  amended, 
72  Stat.  743,  766,  797;  49  U.S.C.  1324,  1377  and  1504.) 

By  the  Civil  Aeronautics  Board: 


HARRY  J.  ZINK 
Secretary 
(SEAL) 
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Question  38, 

Has  the  Board  conducted  any  surveys  to  determine  the  extent  to  which 
passengers  are  aware  of  limitation  on  carriers  baggage  liability? 

CAB  Response  to  Question  38: 

Problems  associated  with  the  transportation  of  baggage  have 
been  a  recurrent  subject  of  complaint  letters  received  by  the 
Board.   However,  the  Board's  Office  of  the  Consumer  Advocate  has 
advised  the  Board  that  adequacy  of  notice  of  liability  limitation 
"is  not  a  major  source  of  consumer  concern".   From  the  letters 
which  the  Board  receives,  it  appears  that  most  air  travelers 
are  aware  of  the  general  concept  of  air  carriers'  limited 
liability  although  they  may  not  necessarily  know  the  precise 
♦:erms  of  such  limitations. 
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Question  39. 

List  the  number  of  complaints  about  bumping  received  by  the  CAB  last  year, 
What  steps  has  the  CAB  taken  to  make  certain  that  airlines  follow  proper 
bumping  rules? 

CAB  Response  to  Question  39: 

During  calendar  year  197^,  the  Office  of  the  Consumer  Advocate 
received  l,l8l  complaints  about  ticket  oversales.   Such  complaints 
are  referred  to  the  carrier  complained  of,  and  the  Office  reviews 
the  carriers'  responses  when  they  are  received.   If  such  response 
indicates  that  the  carrier  has  failed  to  abide  by  Part  250  of  the 
Board's  regulations,  appropriate  action  is  taken  by  the  Office,  or 
by  the  Board ' s  Bureau  of  Enforcement . 
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Question  40.   What  steps  has  the  Board  taken  to  make  certain  that  airlines 
do  not  overcharge? 

Beginning  in  April  1972,  the  Board  initiated  the  first  of  a  number 
of  steps  designed  to  eliminate  fare  mis-quotation.   Since  the  greatest 
incidence  of  fare  mis-quotation  (both  overcharges  and  undercharges) 
involved  fares  for  inter-carrier  connecting  flights,  the  Board,  by  letter 
dated  April  19,  1972  directed  all  certificated  route  carriers  to  investigate 
their  practices  and  experience  with  respect  to  interline  sales,  and  to 
report  promptly  to  the  Board  the  results  of  that  investigation  and  such 
corrective  action  as  has  been  taken.   In  addition  to  reports  made  by  the 
carriers  in  response  to  the  April  19  letter,  the  Board's  staff  also  con- 
ducted individual  carrier  audits  of  joint  fare  tickets  to  pinpoint  the 
areas  of  difficulty  which  contribute  to  fare  mis-quotation. 

Following  up  on  the  findings  brought  oat  by  foregoing  action,  the 
Board,  by  letter  dated  September    1972,  to  all  carriers  indicated  that 
an  important  first  step  in  eliminating  the  mis-quotation  of  fares  for 
interline  service  would  be  the  specific  publication  within  60  days  of 
joint  fares  involving  the  "point  beyond"  and  'hidden  city"  fare  con- 
struction rule.   The  Board  also  requested  that  the  carriers  report 
on  steps  which  had  been  taken  to  provide  more  comprehensive  training 
for  ticket  agents  and  to  utilize  automated  fare  quotation  systems  more 
effectively. 
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By  January  1,  1973,  the  carriers  added  over  42,000  new  joint  fares, 
thus  substantially  decreasing  the  potential  for  fare  mis-quotation.   The 
next  major  change  in  the  joint  fare  area  occured  when  the  Board  issued 
its  decision  in  the  Joint  Fare  Phase  of  its  Domestic  Passenger  Fare 
Investigation  in  March  of  1974.   By  that  decision  the  Board  specifically 
directed  the  carriers  to  publish  joint  fares  between  all  point  pairs  generating 
50  or  more  passengers  per  year. 

Investigation  by  the  Board's  staff  also  determined  that  one  source 
of  fere  mis-quotation  has  been  the  over-reliance  on  the  "Official  Airline 
Guide",  a  non-official  private  publication  of  fares  and  schedules,  by 
airline  ticketing  personnel  and  travel  agents.   The  Board  cautioned  the 
carriers  and  others  onthe  proper  use  of  the  Official  Airline  Guide,  and 
several  actions  were  taken  by  the  publishers  of  the  guide,  which,  in  large 
part  can  be  laid  to  the  Board's  statements  in  this  area  (the  Board  cannot 
control  the  content  of  the  guide,  since  it  is  a  nonofficial  publication 
by  a  private  corporation).   First,  the  guide  printed  cautionary  language 
alerting  users  that  in  instances  where  the  guide  did  not  publish  a  single 
factor  fare  for  connecting  service,  the  user  should  refer  to  official 
publications  on  fije  with  the  Board  such  as  the  joint  fare  tariff,  and  that 
the  fare  data  in  the  guide  should  not  be  used  to  construct  through,  single 
factor  fares.   Second,  beginning  with  the  September  1974  issue,  the  guide 
lists  many  new  fares  for  connecting  service-a  service  which  should  result 
in  fare  savings  for  a  great  many  travelers. 
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The  Board  of  course  intends  to  continue  to  monitor  the  situation  for 
it  has  on  numerous  occasions  indicated  its  great  concern  over  the  matter 
of  proper  fare  quotation.   It  is  encouraged  by  the  progress  made  to  date, 
particularly  in  the  area  of  fare  quotation  for  connecting  service-the 
single  most  troublesome  area  in  terms  of  fare  mis-quotation,  and  the  ad- 
vancements made  by  the  carriers  in  developing  automated  fare  quote  systems 
which  greatly  minimize  the  risk  of  human  error.   Finally,  again  through 
Board  urging,  the  carriers'  system  of  post-sale  audit  is  today  more 
efficient  and  comprehensive,  so  that  when  instances  of  erroneous  ticketing 
do  occur,  the  passenger  can  be  contacted  and  a  refund  made. 
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Question  41, 

We  have  enclosed  sections  of  a  questionnaire  sent  to  the  airlines. 

Please  answer  those  questions---in  respect  to  domestic  flights for 

which  you  have  information  available. 


CAB  Response  to  Question  41: 

The  attached  material  is  being  transmitted  to  you  in  response 

to  Question  #41  of  the  Subcommittee's  questionnaire  to  the  Civil 
Aeronautics  Board  requesting  information  available  at  the  Board 

responsive  to  sections  of  the  questionnaire  sent  to  the  airlines. 

Additional  information  in  response  to  certain  questions  to  the 

carriers  corresponds  with  answers  we  are  submitting  on  the  Board's 
questionnaire  and  will  be  so  noted. 


67-378  O  -  76  -  vol.  1  -  32 
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CARRIER  QUESTIONNAIRE 
QUESTION  6 


The  attached  material  answers  this  question  to  the  extent  that 
appropriate  CAB  information  was  available  or  could  be  reasonably 
assembled.  Please  refer  to  page  88  of  the  attached  report. 


/"  The  CAB  here  attached  its  publication.  Aircraft  Operating  Costs 
and  Performance  Report  for  Calendar  Years  1972  and  1973  (June  1974).   It 
is  omitted;  the  current  edition  may  be  obtained  from  the  CAB.— Subcommittee 
note.  / 
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CARRIER  QUESTIONNAIRE 
QUESTION  #8 


The  attached  material  answers  this  question  to  the  extent  that 
appropriate  CAB  information  was  available  or  could  be  reasonably 
assembled. 
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c","l„rnl.l   5/ 

659.1 

688.6 

658.5 
109.9 

633.9 

62J.9 
243.4 

.6   7/4/ 

4.4   7/4 

uV."" 

i5^r-' 

J:r-' 

SiH" 

]<.S   0 

620.5 

55.2  y 

n:r-' 

ll-.r-' 

To:! '-' 

Weacern 

LocoLJ.ryllct 

Frontl.r 
""C"''  Alt  neat 

480.1 

-T^H— 

r^^ 

— ^fi 

73.0 

ii^' 

64.'3   7/ 
38.2 

Sr 

38.7 
6/.. 5  11 
35.6 

34!3 

2».i 

11.9 

11.0 

So^t™tn 

30.6  4/ 

29.4  4/ 

29.2  4./ 

Tex;..    Intcrr:.tlonal 

Tot.l    Local    S.rvlc. 
AU-CarBo: 

64  3 

47.8 

107.5  7/ 

82.8 

75.1 

22.4 

Se.l.o.rd 

Tot.l   All-Cargo 
All  Other  CcrtlfU.ted  So..tc  Carriers  6/ 
Tot.l   Certlflc;.t.d   Route  Carrier. 

164.6 

164.0 

134.6 

51.6 

48.0 

55.7 

47.4 

3.125.6 

4.022.3 

10.9  7/ 
65.3  7/ 

6513  7/ 

^^ 

20.4  7/ 
113.4  7/ 

16.7 

"'o  V 

Tot.l  S-pplement.l. 
Total   It.du.try 

" 

57.3 

99.6  '/ 

119.7  V    . 

76.2      ■ 

222.5 

3.201.8 

3.803.3 

moresT*  dkder  Lox-XErei  lzjseH  cokstsuctive  asset  value  (oepreciath)  cost  basis)?' 

AS  A   PERCEKT  OF  TOTAL  OVI.TD  AM)  LUSEO  PROPEBn'    (DEPRECUTED  COST   BASIS) 
BY  CARJIICR  AND  CAIWIER  CROIJP 
JUNE  30.    1972   TO   JUNE   30.    1974 


Le.s.d   Property   (Constructive  Asse 

Value.    Depreciated  Cost  Ba.l.)   a 

>  a  Percent -of  Total 

Carrier/Carrier  Croup 

ctlve  Asset    Value.    Depreciated   C< 

6/30/72*"       ""---12/31/72' 

1                6/30/74 

Certificated  Rout.: 

Braolff 

34:9                                33.2 

32.1                                M.» 

Contloeotal   5/ 

37. J                                   38.0 

13.2                                16. i 

Pan  Aa 

S.8                                 5.6 
20.7                                   25.3 
32.2                                  32.0 

24.7                                  25.9 

26.6 
35.6 

We.tern 

Tot.l  Trunk. 

28.4 

28.1                                  32.4 

77.1                                   72.1 

Ozark 

34.1                                   32.9 

32.5                                  37.0 

30.8 

plediK>nt 

62.8                               63.9 

*l.l                                   42.1 

''•' "•' 

'^■< 

38.5                                   38.4 

32.9                                      36.6 

*-^;rriit 
s'iii;;.«rr-' 

Tot.l  AU-Careo 
AlJ_OtA".  CortJ  n.calidJ<2.t£^i'j£C.   6/ 
Tot.l  _(:e_rtlIJ...l^oJ  jl.-.te  C,.-.rlen!_ 

(2.9                                (1.6 
2Ui                                2619 

89.8  86.6 

44.9  41.7 
37.9                                  36.6 

85.8 
35.3 
31.4 

Oyer.c.a   N.tloil.1 

26.1                                *».♦ 
♦5.1                                67.9 

49.9                               51. I 
ao.4                                80.0 

47.6 
76.1 

UorU 

Tot.l   Suppl~nt.l. 
Tot.l    loJu.ttr 

)1  0 

«8.(                               66.0 

75.J 

^i          y^i    - 

— ;?;] -^:h 

~ — >;;^— 

rCr   t«..„ole..   .e.  App.~ll.. 
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VAi.iiK,  aiM  i«sis)y 


Clilln    l.i..l|....r 

11    llii.Irr    r.oii,'.-lerni   I.en.e 

(J  MUll.-.,,) 

C.crl.r/C,rrtrr  Ct.«.p 

■'c/KiZir 

C,.i..ti,„ll, 

n           l./W/M               1 

C.-.llIl....lr.J  K.H.t,i 

Tvviiiks: 

552.6 

620.9 

620.9 

620.9 

620.9 

DroiilCC 

150.1 

139.9 

139.8 

ContUrnt.l  5/ 

.6 

.6 

r^otern  «/ 

)79.0 

467.0 

ItolthwMt 

. 

. 

. 

Paa  ta 

356.  J 

371.2 

390.2 

390.2 

Tt«n.  World 

515.0 

515.0 

587.  !k 

587.8 

666.6 

UnltKl 

631.2 

767.5 

767.5 

767.5 

76.4 

76.4 

U.C.1    Service: 

2.603.0 

2.945.5 

3.212.0 

3.272.9 

74.1 

Frontlet 

31.6 

32.6 

32.6 

32.6 

64.2 

50.1 

41.8 

46.8 

46.8 

28.a 

29.9 

29.9 

29.9 

29.9 

Ozark 

28.4 

28.4 

33.7 

30.4 

Soudiern 

39.2 

Texas   lot.riuclon.l 

Total  Loci   SoivU. 
All-CrRo: 

287.9 

274.9 

281.9 

312.7 

107.5 

101.8 

101.8 

"  "lot.l  AU-C.rso 

223.1 

224. 

224.9 

205. 

20S.0 

66. 

65.4 

75. 

Totnl   Certificated    Route  Carriers 

Soppl.™ntal.:6/ 

Totnl    Suppleir.ent.li 
Total   Industry 

76.2 

115.7 

169.8 

223.4 

JOSiJ- 

3.627.8 

3.973.9 

4.0S..3 

4.156.5 

FLIGHT    EQUirann    (CONSTRUCTIVE  ASSET  VALUE.    COST  B.'-SISji'    AS  A 
ID  AMD  LEASED  FLIGHT   EQUIPMEST    (COST  SASIS)    BIT  CARRIER  AID  CAJKl 
JUSE   30,    1972   TO   JUKE  30,    1974 


PERCENT  OF  TOTAL 


Leased    Flight 

t<)ulpnent   as   a   Perc 

n:    of   Total  Ope 

tlve  Asset    Valo 

Trrjnks: 

.4«erlca. 

27.7 

28.1 

J8.1 

28.1 

28.8 

Branlff 

33. J 

32.6 

33.0 

26.9 

25.1 

Continental   5/ 

Delta  8/ 

15.0 

14.3 

11.9 

10.3 

Eastern  8/ 

30.3 

30.9 

Pan  An 

19.8 

21.3 

21.3 

22.3 

22.7 

Tran.,  World 

27.4 

26.0 

27.6 

27.1 

29.1 

23. S 

27.2 

25.8 

^-^;£"™"" 

9.3 

16.3 

15.6 

14.2 

21.1 

21.9 

21.5 

21.4 

23.0 

22.3 

26.3 

29.8 

30.2 

34.7 

34.5 

31.7 

31.3 

30.8 

■57.0 

39.7 

Ozark 

30.9 

Piedmont 

Southern 

All-Carr.o:   "" 

29:5 

28.6 

29.6 

29.0 

49.7 

48.5 

48.5 

45.0 

46.9 

Seaboard 

Total  AU-Camo 
AlLn„,er__rert..no.te,LJ™»  6/ 

28.4 

41.1 

52.9 

50.5 

52.8 

39.3 

21,6 

".»     

21.0 

22.7 

Overa.a.llatloMl 

96.8 

57.» 

Jl.» 

71.5 

72.0 
3.5 
67.4 

World 

Total  Supplenntala 
Total    Induaccy 

" 

24  8 

37  1 

55.4 

3'.:« 

22.8 

21.7 

21.-, 

23.3 

" ■                                      "■            "                    '    1 
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Fflulr".ent  Croiip  and  Typo 

r-iTTojn      r 

-''"'i;fy:,ly>;-''n-' 

lue    (IVit    lln.lnl- 
— o),0^7i--' 

-°"-?^7r/73— 

1           6/30/74          • 

Mlde-boJIeJ   Tu.botan.    3-i:..cIn. 

U-lOll 

Total 

B-707-300D/C 

DC-8.50r 

UC-8-61r 

DC-8-62 

DC-8-63F 

Total 
Retulnt-bodUd    Turbofon,    J-Bnslne 

B-727-100C/<JC 
B-727-200 
Total 
TVirbotan,   2-F.nsln« 
B-737-200 
DC-9-10 
I}C.9-30 

Various  Other   I>pe» 

Engines    and  Hlsc.    Spare   Parts    9/ 

Total    FUcnt    L,ulp«cnt 

Crourd_F.ropertv   and    Equipment 

Ilancer,    Halnterance    and  Office    Facilities 

Data  Processing  F/julpeicnt 

Other  Croand    Eqjlpmcnt 

Total    Ground   Property   and   Equipment 

Total   Flight   end  Ground  Property 

779.* 
114.7 

200.4 

938.1 

956.8 
119.6 

— m — 

986.6 

43.3 
344.9 

54.0 
127.2 
111.2 

?3a.i 

345.1 
54.0 
127.2 

777.7 

5410 
169.5 
70.5 

247.9 

34s!l 
4S.) 
1S6.0 

:68!4 

34.1 
345.1 

lU'.U 
60.3 
257.3 

918.7 

124;0 

281.3 
127.0 

343.1 

263.8 
579;8 

116.8 
579.7 

89412      ■ 

,        950.8 

49.4 
334)3 

49.4 
86.1 
372.2 

83!o 

380.5 

49.4 

49.4 
82.8 
407.5 

K 

3  ,"-t 

46.6 

31.6 

— ^wi — 

36,0. 

714.2 

121.5 

9.5 

25.4 

941.4 
139.3 
13.6 

1,184.6  10/ 
23!6 

1,338.3   10/ 
152.1 
23.6 

1.094.3 

1.514.0 

__A^2_.0 

5.432^ 

PERCESiTACE  DISTRIBUTION  I 


VALUE.   COST  BASIS)- 


Equipment  Croup  and  Type 

Equ 

Percentage  Dlstrlbu 

ion  of   Leased    Proper 
Asset   Value.    Cost    Ba 

L^l^asat         , 

6/30/72 1^- 

12'31.';3              1 

,       6/30/74 

^^fSf^u^Lfan,   4-Englne 
B-747 
Ulde-bodled   Turbofan,    3-E^5l>>« 

Total 
Regular-bodied   T.;rbof.n.    4-Enelne 

B-7O7-300B/C 

DC-8-61r 
DC-e-62 
DC-8-63r 
Total 
Regular-bodied  Turbofan,    3-Engln« 
B-727-100 
B-;27-100C/9C 

T\,rbofan,    2-lii8lno         • 
B.737-200 
DC-9-10 
DC-9-30 

Various  Other  Types 

Enr.lne.  and  HUc.    Spare   Part.  ■)/ 

Total    FUcUt    Equipment 

Croun.l..l'.roj^erti,nnd.J>iul£.»rnt 

llanoer.   Maintenance  .„d  ol  lice  F.clUtle. 

and   Und 
Data   l'.o.e.»ln,.  Ii,ulpnent 
Other  r.to..nd.l..|.,l|.»ent 
Total  Cr.u cope-t/  .n.1   F^qulpment 

Total  Ulel.C  and  Oroui-l  Propertr 

2.8 

16.7 

4.1 

2.3 

18.5 
6.1 

17.6 
5!o 

5.6 

6.J        ... 

3.2 

10.2 

1.3 
3.1 

2.7 

2.4 

.9 
6.8 
l.l 

.6 

6.4 
.9 
1.4 
l.l 
4.9 

.6 
6.1 

'■5 

-■      22.4 

20.7 

18.4 

16.4 

jio 

6.0 

2)4 
10.5 

10:7 

4.6 

'j'i-    - 

1.2 
2.3 

8.2 

1. 1 
1.8 
8.0 

.9 
1.6 

7.4 

1.5 

7.2         __ 

10.9 

9.5      . 

.8 

.6     _ 

77.8 

78.4 

75.2 

73.3 

17.4 
3.0 

^     18.7 
1.0 

1S.« 
2.7 
.3 

Jl.8 
2.6 

21.6 
2.7 

24.8 

KO^-o  -    - 

For   (oofnote.,   ..'^  .Vppendlx. 
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FOOTNOTES 

1/  Reflects  all  leases  which  were  in  force  as  of  the  end  of  each  period  that 
~   have  a  term  or  terms  of  in  excess  of  3  years  including  terms  of  extension 
or  renewal  at  the  option  of  the  leasee-  Carriers  are  not  required  to  report 
leases  of  property  and  equipment,  other  than  flight  equipment,  which  are 
not  of  material  financial  impact. 

2/  Reflects  estimated  cost  to  the  lessor  if  stipulated  in  the  lease  agreement, 
~   otherwise  it  reflects  cost  of  comparable  property  or  equipment  or  independent 

appraisal.  Most  carriers  indicated  that  estimated  cost  to  lessor  was  the 

basis  used  for  reporting, 

3/  Represents  constructive  asset  value  at  cost  less  imputed  depreciation  accrued 
as  determined  by  the  reporting  carrier. 

4/   Excludes  unknown  cost  and  imputed  depreciation  accrued  for  various  ground 
property  and  equipment. 

5/   Includes  Air  Micronesia, 

6/  The  following  carriers  did  not  report  any  long-term  leases  for  the  quarter 
ending  periods  indicated  : 

June  30,  1972:  Alaska,  Aspen,  Johnson,  McCulloch,  Purdue, 
Reeve,  Saturn,  Southern  Air,  Trans  Int'l, 
Wien  and  World 

December  31,  1972:  Aspen,  Johnson,  McCulloch,  Modern,  Purdue, 

Reeve,  S.F.O. ,  Saturn,  Southern  Air,  Trans  Int'l, 
Western  Alaska  and  Wien 

June  30,  1973:  Aspen,  McCulloch,  Modern,  Reeve,  Saturn, 
Southern  Air,  Trans  Int'l  and  Wien 

December  31,  1973:  Kodlak- Western  Alaska,  Aspen,  McCulloch,  Modern, 
Reeve,  Johnson,  Southern  Air,  Trans  Int'l  and 

Wien 

June  30,  1974:  Kodiak -Western  Alaska,  Aspen,  McCulloch,  Modern, 
Reeve,  Trans  Int'l  and  Wien 

7/  Same  as  cost  basis  because  imputed  depreciation  accrued  was  either  unknown 
or  not  reported  on  Schedule  B-14. 
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8/  Data  concerning  the  following  carrier  pales  have  been  combined  prior  to  their 
merger  dates  so  as  to  provide  proper  comparability. 

D^lta  and  Northeast  -  merged  August  1;  1972 
Eastern  and  Caribbean  -  merged  May  15,  1973 

9/  Engines  and  spare  parts  are  sometimes  included  in  tha  lease  agreement  for  a 
particular  aircraft  type.   In  some  situations,  however,  engines  and  spare 
parts  are  covered  by  a  separate  lease  agreement. 

10/  Includes  all  of  Sraniff's  ground  property  and  equipment  as  this  category  was 
not  detailed  on  Scheduled  B-14. 


NOTE:   Totals  may  not  add  due  to  rounding. 
SOURCE:   Form  41,  Scheduled  B-14 


Financial  aiiti  Cost  Section 

Economic  Evaluation  Olvislon 

Bureau  of  Accounts  and  St;>tlJtlc3 

Civil  'Wvoiiautlc:^  Board 

j.'ovi'.nibp.r  13,  1974 
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CARRIER  QUESTIONNAIRE 
QUESTION  #10 


The  attached  material  answers  this  question  to  the  extent  that 
appropriate  CAB  information  was  available  or  could  be  reasonably 
assembled. 


TRUNKS 

Br«nl£f 


Chicago  Hellcopi 
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126,438 
40,620 
26,522 


,208        2.20 


,988       28.19 


TotAl   Industry 


For  footoot«s,   s«a  Appendix 


500 


Principal  OftlcVra ' 

Refining 

Officers 

Total  Office 

rs 

Number 

Number 

Total 

C«"ler 'croup 

Compensation 

Compensation 

Percent  of  Total 

(5000) 

(5000) 

Operating  Expenses 

"""<£ 

16 

92 

2.876 

108 

4.111 

0.27 

HTAiL.1', 

1,389 

20 

1.733 

9 

334 

29 

a 

1,410 

53 

1,412 

72 

2,822 

1,886 

1,858 

Western 

Tot.l 

827 

1.120 

55 

0.52 

430         11.537 

0.26 

41 

659 

57 

1.586 

0.51 

13 

lA 

54 

275 

16 

21 

150 

21 

275 

Piedmont 

7 

16 

222 

23 

603 

Total 

5 

18 

264 

23 

0.66 

5.202 

9 

138 

9 

Ulea 

6  -        269 

57          _778 

63 

1.57 

Hauallan 

Total 

21 

265 

25 

471 

1.31 

Nev  York 

11 

sro  Helicopter 
Tot.l 

ALL-CARGO 

37           215 

95 

1.06 

Flying  Tiger  13/ 

U 

Seaboard  WorlJ 
OTHEK 

13 

206 

38 

504 

2 

Wright 

36 

9. 

hU 

104 

10 

233 

218 

19 

24 

511 

0.67 

World 

Total 

ladu.tr.  Total 

11 

516 

11 

115 

2.747 

315 

22.508 

869        16.867 

0.32 

1 

For  £ooCnot«9,   s«« 
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KonklDg 

»-•»— 

Carrier 

J 

satlon   (S) 

^ 

p 

■     PJld  Currentlv^^ 

D:LTr:5 1 '"" 

^iHi:" 

u.*"";)  "" 

salary  1 

Bonuses 
«>d  Other 

;• 

lUrdlng  L.    L.vr«ncs 
F.    D.   B.U 

:r.  ;::;".,.„..,..., 

c::::ia. 

225.600 
225,000 

i'l 

26,000 

346,600 

4. 

O^^U  W.    N^.p 

Pra.fdant 

Morthweat 

250,000 

250,000 

427 

5. 

Ch.rU,  C.   TIIUn8l>.«; 

Ch.jr^ofl^a   Board  and  Ch..fE..c„..v. 

Iran.  World 

134,373 

34.667 

70,469 

239.509l»/ 

164 

'■ 

».   w.   |.r..co.. 

President 

Flylns  Tiger 

170.885 

2.S78 

51,696 

225,459 

1,295 

'• 

Forvood  C.   Ul..r 

Pr...d,nt  and  O,,.,  Operafn,  Officer. 

Tran.   World 

67,501 

20.000 

218.09215' 

150 

8. 

G.   *.   Sp.t.r 

Chairman  and   Olr.etorli' 

American 

150,000 

37,500 

187.500 

127 

'• 

Pt.ald.ot  and  Chief  Op.ratloB  Offlrer, 

Branlf, 

100,000 

86,851 

186.851 

436 

:: 

Edward   E.   Carlaos 

Dlrertor    23/ 

Eastern 

United 
^atlon.I 

.8.750 

80,613 

35.000 

150,000 

:: 

;;■ 

L.    Edwin   Smart 
L.   0.    B<irT»9 

President  and  Director 

Allegheny 

82,435 
125,000 

120,000 

67,266 

25.000 

145.000 

429 

20. 

D.   C.   G.r,.tt.   Jr. 

President 

Delta 

30,154 

139.529 

121 

W.    M.    Hoffman 

Chairman  of  The    Board 

Plying  Tiger 

135.833 

1,254 

137,087 

785 

22. 

Oltactor 

Ueatarn 

100,769 

21.250 

8.144 

■30  -S' 

314 

23. 

a.    n.    J.ekaon 

Pr-ldent.  Chairman  of  Th.  Board 

Seaboard 

126,699 

126.699 

1.693 

24. 

BUlna  K.    Cook. 

DUeHor*  ''""'"'   "  ""'""°'- 

Truj  World 

78.150 

44.105 

1.074 

m.32»lS' 

85- 

23. 

*■    "■■    ^"''°" 

Dlr'ot*"'   °""  °P«"""8  Officer. 

Frontier 

59.000 

42,746 

21.000 

.22.746 

983 

Por  footnot 

AppaodU. 

— 
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*   Less  than  0.005  percent. 

1/  Where  stock  of  carrier  is  not  listed  on  the  market,  book  value  of 
common  stock  has  been  substituted.   Supplemental  carriers  wholly 
owned  by  a  holding  company  are  excluded  from  figures  for  the 
supplemental  carrier  group  but  their  book  value  of  outstanding 
stock  is  included  for  the  purpose  of  deriving  industry  totals. 
Excludes  Aspen  and  Wright  Airlines  due  to  negative  balances. 

2/  Forbes.  "Who  Gets  The  Most  Pay",  May  15,  1974,  p.  126. 

3/   Includes  those  in  the  name  of  others. 

4/  Total  debt  includes  totals  from  Accounts  2010  and  2210  on  Schedule 
B-l'. 

5/  Braniff  Airways,  Inc.  is  owned  by  Braniff  International  Corporation. 
Compensation  figures  are  for  officers  and  directors  of  Braniff 
Airways.   Stock  figures  represent  stock  of  Braniff  International 
owned,  controlled,  or  on  option  to  officers  and  directors  of  Braniff 
Airways  and  shares  outstanding  of  Braniff  International.   Debt  figures 
represent  debt  securities  of  Braniff  Airways  owned  by  officers  and 
directors  of  Braniff  Airways. 

6/  Continental  Air  Lines,  Inc.  Includes,  for  reporting  purposes.  Air 
Micronesia. 

7/  United  Air  Lines,  Inc.  is  owned  by  UAL,  Inc.  Compensation  figures  are 
for  officers  and  directors  of  United  Airlines.   Stock  figures  represent 
stock  of  UAL  owned,  controlled,  or  on  option  to  officers  and  directors 
of  United  Air  Lines  and  shares  outstanding  of  UAL.   Debt  figures  repre- 
sent debt  securities  of  United  Air  Lines  owned  by  officers  and  directors 
of  United  Air  Lines. 

8/  ■  Stock  option  figures  have  been  adjusted  in  accordance  with  the  terms  of 
the  stock  options  to  reflect  stock  splits  and  stock  dividends  including 
the  5  percent  dividend  paid  on  March  20,  1974.   "Common  Stock  Options, 
Percent  of  Total  Shares  Issued"  is  based  on  the  number  of  shares  out- 
standing reported  on  March  31,  1974. 

9/  Hughes  Alrwest  is  owned  by  Summa  Corporation.   No  officer  or  director 
has  security  interest  in  Hughes  Airwest. 

10/  Does  not  include  36,101  warrants  for  common  stock  held  by  officers  and 
directors. 
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11/  Does  not  include  600  warrants  for  common  stock  held  by  officers  and 
directors. 

12/  Chicago  Helicopter  Airways,  Inc.  is  owned  by  Chicago  Helicopter 

Industries,  Inc.   Compensation  figures  are  for  officers  and  directors 
of  Chicago  Helicopters  Airways.   Stock  figures  represent  stock  of 
Chicago  Helicopter  Industries  owned,  controlled,  or  on  option  to 
officers  and  directors  of  Chicago  Helicopter  Airways  and  shares  out- 
standing- of  Chicago  Helicopter  Industries.   Debt  figures  represent 
debt  securities  of  Chicago  Helicopter  Airways  owned  by  officers  and 
directors  of  Chicago  Helicopter  Airways. 

13/   Flying  Tiger  Line,  Inc.  is  owned  by  the  Flying  Tiger  Corporation. 

Compensation  figures  are  for  officers  and  directors  of  Flying  Tiger 
Line,  stock  figures  represent  stock  of  Flying  Tiger  Corporation  owned, 
controlled,  or  on  option  to  officers  and  directors  of  Flying  Tiger 
Line  who  are  also  officers  and  directors  of  the  Flying  Tiger  Corpora- 
tion.  Does  not  include  14,948  warrants  for  common  stock  of  Flying 
Tiger  Corporation  owned  by  officers  and  directors  of  Flying  Tiger 
Line. 

14/  Aspen  Airways,  Inc.  is  owned  by  Ringsby  Flying  Service.   Compensa- 
tion figures  are  for  officers  and  directors  of  Aspen.   Security 
interest  in  Ringsby  by  officers  and  directors  of  Aspen  not  reported. 

15/  McCulloch  International  Airlines,  Inc.  is  owned  by  McCulloch  Proper- 
ties, Inc.   Compensation  figures  are  for  officers  and  directors  of 
McCulloch  Airlines,   Security  interest  in  McCulloch  Properties  by 
officers  and  directors  of  McCulloch  Airlines  not  reported. 

16/'  Modem  Air  Transport,  Inc.~  is  owned  by  GAC  Corporation.   Compensation 
figures  are  for  officers  and  directors  of  Modem.   No  officer  or 
director  of  Modern  Air  Transport  owns,  controls,  or  has  stock  options 
in  GAC  Corporation.   Compensation  figures  exclude  10  officers  not  paid, 
by  Modem  Air.  ' 

17/  Trans  International  Airlines,  Inc.  is  owned  by  Transamerica  Corpora- 
tion.  Compensation  figures  are  for  officers  and  directors  of  Trans 
International.   No  officer  or  director  of  Transamerica  has  security 
interest  in  Trans  International. 

18/  Those  officers  and  directors  of  all  -trunk  carriers  and  Pan  American 
receiving  $50,000  or  more  compensation  during  the  calendar  year  and 
these  officers  and  directors  of  all  other  carriers  receiving  $35,000 
or  more  compensation  during  the  calendar  year. 
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19/  Does  not  include  common  stock  received  as  compensation  during  1973 
as  part  of  TWA's  incentive  compensation  plan. 

20/  Kodlak  not  reported  in  usable  form. 

21/   F.  D.  Hall  assumed  Presidency  on  September  30,  1973. 

22/  G.  A.  Spater  resigned  as  Chairman  September  19,  1973  but  continued 
as  Director. 

23/   S.  L.  Hig'genbottom  retired  as  President  and  Chief  Operating  Officer 
September  30,  1973  but  continues  as  Director. 


SOURCE:   CAB  Schedule  G-42,  Form  41. 


Financial  and  Cost  Section 

Economic  Evaluation  Division 

Bureau  of  Accounts  and  Statistics 

Civil  Aeronautics  Board 

June  21,  1974 
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CARRIER  QUESTIONNAIRE 
QUESTIONS  #19  and  28 


The  attached  material  answers  these  questions  to  the  extent  that 
appropriate  CAB  information  was  available  or  could  be  reasonably 
assembled. 
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RECENT  TRENDS  IN  AIRLINE  COST  ELEMENTS 
1969  THROUGH  1973 


The  attached  tables  contain  data  on  airline  cost  elements  for 
calendar  years  1969  through  1973  for  the  domestic  operations  of  the 
trunks,  local  service  carriers,  international  operations  of  the  trunks 
and  for  the  total  certificated  route  carriers.   These  tables  are 
supplements  to  the  CAB  publication  "Trends  in  Airline  Cost  Elements", 
1st  edition,  July  1973  and  represent  a  partial  update  of  this  publication. 


Financial  and  Cost  Section 

Economic  Evaluation  Division 

Bureau  of  Accounts  and  Statistics 

Civil  Aeronautics  Board 

November  5,  1974 
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DOMESTIC  T 

OPBIATING  EXPESSES   t1  PUMCTIONAL 

CALENDAR   VEAXS   1969  THKOU( 


FWCTIONAL  GROITIHGSV 

1969?' 

1970?' 

1971 

1972 

1973 

AIRCEAn  OEERATINC  EXPENSES : 

$     685.945 
736,922 

S     805,792 
784,010 

$      866.697 

85i;521 

$1,035,493 
957,532 
40.141 

Burd«n 

Tot.l   H.lnten«c.   -   Flight   Equlp^nt 
DtprKl.tlon  Md  R.nt.l8  -  Flight  Equipment: 

'^"oMl  IteprecUtlon  i  R<.nt.ls-Fllght  Eq^lp. 
SERVICING.    SALES  AND  GENERAL  OPERAnHC  EXPENSES: 

I.472:082 

1.634:413 

1.750.990 

.1.817.742 

332!49I 

4,8.265 
388.425 

469.048 
397.726 

512,431 
419.478 

4«7:i89 

574.231 

628.155 

620:459 

774.304 

783.057 

2.872.952 

3.392.068 

3.959.187 

558.364 

466)996 
62.270 

496.686 

546.993 

789.745 

599.977 
649,169 
78.163 

890.389 

Passenger   Service 

Aircraft  and  Traffic  Servicing: 

Aircraft  servicing 

Traffic  servicing 

Servicing  administration 

Tot.l  Aircraft   and   Traffic   Servicing 
Proootlon  and   Sale.: 

Reservation  and  sales 

""lotlfp^Mor^rslIe. 
S^^tena^c^^SeprHLtlon   -   G.    P.   4   E: 

Total  Maintenance  &  Oepreclatlon-G.P.  &  E. 
Total   Servicing, Sales   and  General  Operating   Expenses 
Total  Oper.tlng  Eitpensea 

490.153 
164.269 

587.544 
158.176 

666,210 
173.694 

754.417 

745.720 

235,404 
83,804 

97.920 

139.663 
U    ,930 

176.106 

207.446 

25   .593 

22.009 

3.131:995 

FUNCTIONAL  GR0DPI»SW 

196»i' 

1970?/ 

1971 

1972 

1973 

AIRCRATT  OPERATIC  EXPENSES:               ^   ^ 

Flight  deck  crew 
Fuel  «.d  oil 

Tot.1  Flying  Oper.tlons   (Less  Rentals) 
Maintenance  -  Flight  &,olpi«nt: 
Direct 
Burden 

Total  Malnten«.ce  -  Flight  Equlp~nt 
Depreciation  and  Rentals   -   Flight   E^lpcent: 
Depreciation 

"""til  Depreciation  6  Rentals-Flight   Equip. 

Total  Aircraft  Oper.tlng  Expen... 

Trltflc  servicing 

Pro«.tlon°all  Sales? 

Ad"™.l^  and  "bUclty 
Total  Proootlon  and  Sales 
General  and  Administrative 

DeprecUtlon 

Total  Servicing.   Sales  and  Gmeral  Optratlng  Expense. 
Total  Operating  Expenses 

12.6 

1^:? 

12:7 

13.0 

12.0 

27:"d 

26:4 

26.8 

8.2 

7.7 
6.3 

7.2 
6.1 

5!9 

l:t 

9.3 

2.1 

8.8 

S.l 
2.9 

i'.O 

--■           11:9 

10,9 

52   7 

49.7 

10.5 

8.4 
8.6 

11.2 
9!s 

17:7 

18.1 

18.8 

9.0 

9.0 
2.4 

9.4 
2.5 

9.5 

2.3 

1.5 

1.8 

U* 

■    -    2:9 

3)2 

3.3 

3.2 

.4 

.1 

.  .3 

50.1 
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DOMESTIC  TRUNK  OPERJ 

EXPENSES  BY  OBJECTIVE 

CALENDAR  reARS   1969  IHROl 


OBJECTIVE  CROUPI-losl' 

1969^ 

1970?' 

1,71 

1,72 

1,73 

SAURIES  AND  REUTEU   nUNC:  HENEHIS: 
S.larlea: 

General  «an.ge«nt   personnel 

Maintenance   labor 

Aircraft   and   traffic  handll-e  personnel 

Related   Fringe  Benefits; 

E^plo™e   belJ^eita   and   pensions 

Total   Salaries    .nd   Rel.tci   Fr.,«e   Ben-Uts 
MATERIALS   PURCHASrD: 

Passe^^t'ro™  * 
Total  Materials 
SERVICES   PURCHASED: 

Co^nlcitlons     °     "  '"°°° 
oDtslde"llght  e<lali.a.ent   maintenance 

'  7?J:tU 

333.044 
809,956 

S        23.535 
831.763 
342,833 
843, ;37 

$        25.347 
900.924 
360,689 

5        23.720 

1,010.863 

38,. 465 

i.ioa.m 

i. -.11. 866 

2.535:9'5. 

2.754.308 

3.032.392 

84!552 

2771635 
89.988 

1071468        • 

152.760 
14U2QO 

J.8S7.-31 

736.9" 
241, ,85 
232,239 
105. OlS 

iu!l63 

1081602 

851.521 
262.938 
303.098 
124.175 

957,532 
304,015 
341,579 

134.745 

1,541,732 

1.737,871 

158.808 
78.233 
80,052 
70.900 

86,215 
36,392 
82,799 
152.397 

175.696 

12,!665 

7241282 

739.555 

92, no 

248.515 
56f..545 

110,236 
326.922 
633.617 
24.427 

138.689 

22'.009 

460i948 

-.alOper.tl„.E.pen,es 

S5. 452. 998 

S6. 181. 923 

$6,524,063 

OBJECTIVE  GROUPINCsl' 

1969^' 

1,70?' 

19^ 

1972 

1,73 

SAURIES  AND  REUTED  FRINGE  BENEFITS: 

General   management   peraonnel 
Flight   personnel 

Etoplojel   benefits   and   pensions 
Total   Salaries   and  Related   Fringe   Benefits 

SERVICES   ™CHASED:        ^^^   ^^^^^   p,o,„„„„ 

Co™nlcaMo™ 

O^sldr'ught    equipment  maintenance 
Traffic   commla.lons 
Other   services 
Total  Services 

Depreciation 
Othji 

Total  Operating  Expenses 

^ 

1213 
5.4 

7.9 

n'.a 

5.3 

13!4 
7.4 

7'.1 

39.0 

38.9 

U4 

2.0 
1.4 

1.4 

lis 

45.3 

46.2 

46.4 

47.0 

12.7 
4.0 
4.1 
1.8 

12.0 

1.5 
1.3 

%2 

2:, 

1 

2.2 

116 
3.2 
2.6 

12.0 

11.7 

IJ.l 

5!3 

10.3 

1 

2.2 

100.0 
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LOCAL  SERVICE  OPBRATIOKS 
OPERATINC  EXPQISES  BY   FUMCTIOHAL  GROUPINGS 
CALENDAR  YEARS   1969  THRDOCH   1976 


FUNCTIONAL  GROUPINGsl' 

1969 

1,70 

1971 

1,72 

1,73 

1 

AIRCRAFT  OPERATING   EXPENSES. 

69!«.2 

S   99,101 

1109,590 
82,409 
11.854 

S123,578 
85,341 
9.482    . 

S141.463 
99,027 
8.174 

Flight  deck  ere. 

Total   Flying  Operations   (Less  Rentals) 
Maintenance   -    Flight   Equipment: 

Burden 

Total  Maintenance   -   Flight   E,ulp«.«t 

Rentals 

Total   Depreciation  1,  Raotals-Fllght   Equip. 

Total  Aircraft  Operating    Expenses 

SERVICING     SALES  AND  GENERAL  OPERATING   EXPENSES: 

Alrc^"and  Traffic    Servicing: 
Aircraft    servicing 
Traffic  servicing 

^"litilMrctafn^   Traffic   Servicing 
Pro<«.tlon  and  Sales: 

"'lolal'pfoLtlon  u.d  sil.s 
Mllnteoance  and  Depreciation  -   G.    P.   «.  E: 

Depreciation 
Amortisation 

69,284 

77.736 
37.523 

ll:f.l 

100,096 
47,770 

.108.503 
55,583 

IM.isJ 

43.675 

48.5S7 
35.743 

381829 

52,345 
38.14, 

48,228 

84.863 



336  045 

390.705 

419.580 

456.761 

861529 

59, 6U 

98,708 
6.761 

67,070 

110,812 

5.629 

59,070 

75.573 

126,033 

8.245 

82,730 

158.263 

,.768 

183.511 

209.851 

54,819 

85,645 
14.899 

85.406 

5.938 

42;6?3 
13.023 

46.985 

9,485 
6.291 

13.270 

15,776 

■        V.im 

10.637 

5.820 

4.109 

354.885 

425.784 

497.006 

Total  Operating  Expenses 

See  Appendix  for  footnotes. 

LOCAL  SERVICE  OPERATIOIE 
PERCENTAGE  DISTRIBUnON  OF  OPERATING  EXPEJBES   BY  FUNCTIONAL  GROUPINGS 
CALEHDA*  YEARS    196,  THROOOa   1974 


FTIIICnONAL  CROUPIHGsi' 

1,69 

1970 

1971 

1972 

1,73 

■    AIRCRATT  OPERATING  EXPENSES: 

14.0 
ll.l 

13.7 
10.3 
1.5 

1-1 

14.2 
lO.O 

Plying  Operations   (Less  Rentala) 
Flight  deck  crev 

Total   Flying  Operatlone   (Less  Rentala) 
Maintenance   -    Flight    Equipment: 
Direct 

Depreciation  and  Rentals    -    Flight    Equipment: 
Depreciation 
Rentala 

Total   Depreciation  i  Rentals-Flight  Equip. 

11. 0 

ll.O 
.    5.4 

'si 

10., 

16.3 

16.4 

16.5 

6.5 

3.8 

5.9 

4.3 

10.4 

10.6 

W.J 

52.4 

52.5 

51.7 

50.2 

J-8 

13!2 
.9 

6.7 

8.6 

14.3 

•5 

8.3 

Passi^et  Service 

Aircraft  and  Traffic  Servicing: 

Ttrfflc's^^clnT 

'"otal^Alrcr^ft   I'd  Traffic    Servicing 
Promotion  and   Sales: 

*  "ro^l'pfo^tlon  Ind  S^les 

"'"Total'M^ntenanc.  S.  D.preclatlon-C.P.    (.  E. 
AmottUatloo 

Total   Servicing,   Sales  and  General  Operating  Expenses 

Total  Operating  Expenses 

23.0 

2^0 

2.0 

7.9 

8.1 
1.5 

I'.S 

l.O 

1.8 
.8 

•' 

1.0 

1.6 

T.4 

46.5 

47.6 

47.5 

48.3 

49.8 

lOO.O 

100. 0 

See  Appesulix  for  footootes. 
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LOCAL  SERCICE  OPERATIONS 
EXPEIBES   BY  OBJECTIVE  GROUPINGS 
CALENDAR  YtARS   1969  THROUGH   197A 


OBJECTIVE  CROUPINCsi'                                                           1969 

1970 

1,71 

1972 

1973 

SAURIES  A^a>   l-ELATED   FRINGE   HEmFITS: 

29,805 
98,767 

5      8.711 
114;476 

S     8,884 

5     6.127 

47!388 

night^crsonn.l^ 

HATERULS   PURCHASED: 
SERVICEOBfflMH;^^  .„.   „t.er   promotion 

289:024 

319.956 

357.153 

407.853 

13.937 
22.955 

261992 

47:M2 

53.276 

64.092 

79.566 

336.466 

2i;437 

78,391 
23,794 
11,953 
11.082 

82,409 
ll!l79 

85.341 
27.079 

12!475 

99.027 

18!lI8 
14.121 

110.521 

125.220 

13,058 

i!029 
21.061 

22!ll6 
27!o56 

14,092 
14,765 
22.831 
44,164 
14.835 
29.716 

13,770 
14,931 
20,621 
54.898 
18,073 
33.999 

14.843 

181240 
52.922 
23.274 
39.333 

39!369 
ll!641 

15.850 
56,075 
54,605 
10,637 
14. 190 

18,814 
63,362 
52.359 
5.820 
13.557 

21,539 
66.343 
58.813 
4.986 

14.156 

24,434 
71.226 
54.519 
4.109 
28.626 

Total   Operating   E.:pens«B 

LOCAL  SERVICE  OPERATIOtB 
HIBUTION  OF  OPERATING   EXPENSES   I 
CALENDAR   YEARS    1969  THROUGH   19; 


OBJECTIVE  CROUPIHGS 


OBJECTIVE  groupings!' 

1,09 

1970 

1971 

1972 

1973 

SALARIES  AND  REUVtED  FRINGE  BENEFITS: 

6.2 

5.4 

1216 
4.6 

16.1 
5.6 

1219 
4.5 

16.6 
5.8 

12!9 

Salaries: 

Flight   personnel 

Aircrlfrand   traffic   handling  p.r.oml.l 

Payroll    taxes 

Total   Related   Fringe   Benefits 

Total  Salaries  and  Related  Fringe  Benefits 

MATERIALS   PURCHASED: 

SERVICES   PURCHASED: 

1.6 

l!4 

1.8 
l!5 

1.8 
3.9 
1.6 

1.9 

6.7 

47.0 

45.1 

46.7 

47.7 

48.9 

1.5 

1.4 

9.9 

3.1 

1.4 

Outsldraight  equlpoient  jainteoance 

BSfTeHltioo 
Agortlz.tlon, 
Other, 

n'.s 

17.6 

17.7 

16.5 

1.8 

2.1 
7.5 

7.3 

1.9 

2.4 
7.9 

1.7 

2.4 
l!6 

2.9 

100.0 

100.0 

100.0 

See  Appendix  tor  fo( 
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imEBWTIONU.  TmjIlK  OPEKAIIOSS^' 
OPEBAHNO  expenses  by  FUHCTIOKU.  (aOOPIHGS 
CALENDU  IUlBS   1969  THilOUCH   197« 


FuierioMiL  cRoopiiesi' 

19691/ 

197<*/ 

1971 

1972 

1973 

Flylne  Operarlonii    (Less   RailUU) 
night   d.ck  crew 

M.lnt.n.ncr-  Flight   E^'lJiiaQt: 

Burden 

Tot.l    H.lt.t.ru.nc.   -    Flight    E<f,Ip..nt 
Dept«l.tlon  tixl  Rentals    -    Flight    &,ulp=»nt: 
Depcecl.tlon 
Rentals 

Total   Depreciation  6.  Rentalg-Fllght   Equip. 

Total   Aircraft   Operating   Expensea 

S     252.258 
259.560 
24.573 

30 !  904 

251844 

231954 

2961551 
18.757 

484.869 

491.812 

515.549 

losless 

108!346 

1021582 

135!l52 

144! 105 

254.374 

234.619 

235.958 

276.713 

293.551 

37!689 

5l!o74 

83! 302 

173.401 
80.310 

84!oi8 

197.098 

211.410 

252.827 

253.711 

222.048 

181.007 
136.444 

192,298 

' 

1601873 

240.992 
195.833 

Passenger   Service 

Aircraft    and   Traffic    Servicing: 

Aircraft  servicing 

Traffic   servicing 

348.684 

"""HEtiS'iB  p^ituit, 

2:6.885 
85.596 

231,025 
74.744 

228.383 
77.718 

86!l59 

3?2:4'81 

306:ior 

338:030 

352:677 

MTrntenanc.  and  D.p"e"l.Uon   -  C.    P.   6  E: 
Depreciation 

103.666 
16.369 

16.102 

108.680 

137.585 
23.047 

40.738 

42.925 

34.852 

59.033 

9.288 

9.720 

5.808 

Total  Operating  Expenses 

FUNCTIONAL  GROUPINGS   1/ 

19691/ 

1970£/ 

1971 

1972 

1973 

AIRCRAFT  OFERAII*  EXPENSES: 

Flying  Operations   (Less  Rentals) 
Flight   deck    crew 

lnBur"c.°«,d   other 

Tot.l   Flying  Operations   (Less  Rental.) 
Malnten«.ce    -    Flight    Equipment: 
Direct 
Burden 

Tot.l  Malntenanc.  -  Plight  Equlpnmc 
Depreciation  and  Roitals    -    Flight    Equlpunt: 
Depreciation 

Total   Depreciation  6   Rentals-Flight   Equip. 

Total  Aircraft  Operating  Expenses 

StRVICINC.    SALES  AND  GENERAL  OPERATIW  EXPEIEES: 

Total  Aircraft  and  Traffic  Servicing 

Depreciation 
Total  Operat.ng  Eipenaea 

12!9 

ii!i 

12.0 
10.7 

10!  8 

11.4 
12.1 

24.6 

24.0 

23.1 

24.3 

6.5 

6.1 

12.6 

11.9 

11.5 

12.4 

11.9 

7.9 
1.9 

8.1 
2.6 

8.3 
4.1 

7.8 
3.6 

7.0 
3.4 

11.4 

10.4 

49.0 

47.3 

47.9 

46.8 

46.6 

U.O 
9.0 
'.9 

7!l 
.8 

.9 

.9 

9.8 
8.0 
1.0 

11.3 
4.2 

11.7 
3.8 

3.8 

11.3 
3.9 

10.9 
3.5 

15.0 

14.3 

1.2 

1.4 

.6 

100.0 
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IHrERN*IIONM.  TRUBK  OPEKATIONS- 

OPERATINC   EXPENSES   BY  OBJECTIVE  ORDUPINGS 

CUEMMR  VEAM   1969  IHBDUCH   1974 


OBJECTIVE  GROUPIICsi' 

1969^' 

1970i' 

1971 

1972 

1973 

S*miIES  AND  BELTED  FHIMCE  BENEFITS; 

Alictaf'"nd   traffic  h.niUng   p.r.onnal 

Related   Prlnga   Bmetlts: 

^"o"^   ilTtnll  and   p.,.alon. 
'"lota/peUted  Fringe  B.aeflta 

5          6.876 
250.991        . 

S          8,213 
■240,233 

202!o04 
.       159,103  .    . 

4          8,576 
94^661 

?            7,492 
304,135 

694  .*23 

.      .703.405.  . 

3o!458 

28!894 

291676 

57,682 

150.565 

1584653 

860;066 

862.058 

943.044- 

761248 

220.020 

eiisoo 

70;586 

SERVICES   PORCHASEO; 

443.564 

388.120 

386.822 

433.439 

501.804 

221993 
90.214 

45;480 

361034 
96,384 

38)642 
24,289 
112,087 

28,'799 

^^^ 

350.790 

355.179 

373.057 

388.474 

414.799 

53.170 
81.274 
183,778 

57,946 
91288 

200^881 

6il88 

Amort liatlon 

Oth^ 

OBJECT,,^  .,n„PI,„si' 

:^?9l' 

1970i' 

1971 

1972 

1973 

SALARIES  AND  RENTED  FRINGE  BENEFITS, 

Fll^t  p«^nn"° 

Itolntenanee  labor 

Aircraft   and   traffic   handling  personnel 

Other   peraonnel 

Payroll  taxes 

Total  Relat«l  Fringe  Benefits 

MATERIAL  PURCHASED: 
SERVICES  PURCHASED: 

L«ndlng  Feea 
Depreciation 

t 

'8:2 

7.8 

7.6 

'^:i 

35.3 

3A.4 

J4.5 

34.0 

2.9 
2.8 
1.5 

lis 

3)6 

1.4 

2.6 
U6 

1.9 

42.9 

42.2 

42.6 

}'.a 

11.1 
3.2 
3.1 

2.3 

10.7 
3.0 
3.0 
2.1 

10.8 
2!l 

12.1 
3.2 

j!o 

19.4 

jn.4 

2)0 

lii 
4.5 

3.4 
1.9 
2.3 
1.2 

3.5 

2!! 
1.8 

3.7 
1.9 
1.7 
1.1 
5.0 
4.0 

3.3 

1.9 
1.2 

.9 
5.2 

islo 

is!' 

1?:: 

2.6 
4.0 

'.i 
l.S 

2.9 
5.0 
9.5 

l!4 

3.4 
6.5 
9.8 
(.5) 
1.5 

3.4 
6.3 
9.2 
.3 
1.8 

3.5 

.2 
1.8 

Total  Operating  Expenses 

Se.  Appenai.-  fo,  footnote.. 
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TOTAL  CBITiriCATD)  fOm  CMUIB  OPSUTIOHI 
OFEUTIli;  ESPDBBS  B7  nnCTIOl 
CAUHUK  riADS   1969  : 


FmCTIOKM.  ORODPIWaV 

1969 

1970 

1,71 

1972 

1973 

Flight  deck  ciew 

Total  Flylnjt  Oparatloiu    (L«aa  Keocala) 
Halocenaiice    -    Flight    e<)ulpa«ic: 
Direct 

Depreciation  «xl  Renttla*-   Flight   Equlp^t 
Depreciation 
Rental a 

Total   Dapreclatlon  t.  Rmtala-FUght   Eflulp. 

Total  Aircraft  Operating  Eapenaaa 

Sl,067,2ll 
1,114,059 

»1, 185. 918 
1.128.018 

$1,267,797 
1,176.440 

91.340,743 
1.229.430 

l!409!204 

2.274.106 

2.S49.221 

2.664.200 

2.995:240 

703.290 

720,467 

717.652 
559.340 

787,552 
620.665 

880.079 
685.877 

730.090 
195.712 

790.618 
291.035 

809,016 
352.199 

919,877 
357.779 

925.802 

1.161.215 

4.767.260 

4.987.428 

830,680 

692,540 
721.158 

939,682 

774.875 
815.638 
97.499 

989.709 

844,029 
859,214 
97.791 

1,134.7*0 
109!219 

1.269.402 
1.022,913 
'l2o!209 

Aircraft  and  Traffic   Servicing: 
Aircraft  servicing 
Traffic   servicing 
Servicing  administration 

Total  Aircraft  and  Traffic  Servicing 

Advertising  and   publicity 
Total   rroaotlon  and   Salea 

Maintenance  and  Depreciation  -  a.   ?.  1.  S: 

Dep?ecUtlon 

Total  Maintenance  &  Depreclatlon-CP.  6  t. 
Amortlratlon 

Total  Servicing,   Salea  and  General  Operating  EapenaeJ 

Total  operating   E)q>en8es 

2.017.380 

777,788 

869,745 

905,579 
253.666 

1,021.934 
279.043 

388.739 
108.540 

439,322 

130.903 
114.679 

'488:3M 
I42!04l 

149!430 

"605:144 
162:535 

283.294 

4.*79.487 

4.729.952 

6.014.371 

See  Appendix  for  footnotes. 


T0I4L  CatriFlCAIED  ROl^'  CARRIES  OPKRATIOHS 

OF  OFQIATIK;  BXPEMSES   by  FOICTIOIIAI.  ( 
TBARS    1969  THROOGS  1974 


FOBCTIONAL  GROOPIHOsi' 

1969 

1970 

1971 

1972 

1973 

13!2 

12.8 
12.2 

13.0 
12.1 

12.7 
11.6 

12.8 
11.9 

Flight    deck  crew 

Total%lyln^  ojeratlona   (Less  Rentala) 

't".1  Maintenance    -    Flight    Bqnlpnnt 
Depreciation  and  Rentala    -    Flight    E,ulp.«nt: 
Depreciation 
Rentals 

Total   Depreciation  6,  Rentals-Flight   8,ulp. 

Total  Aircraft  Operating  Eipenaea 

27,0 

26.1 

26.2 

25.2 

25.3 

8.4 
5.8 

7.8 
6.0 

5!9 

7.4 
5.9 

7.4 
5.8 

13.3 

8.7 
2.3 

8.6 
3.1 

3.6 

3.3 

11.0 

12.0 

52.2 

51.6 

51.3 

49.6 

49.2 

9.7 
9.9 

Paaauger  S.rvlc. 

Aircraft  and  Traffic   Servicing: 

Aircraft  servicing 

Traffic  aervlclng 

Raaervatlon  and   salea 
Advertising  and  publicity 
Total   Pronation  and  S.taa 

Total  Maintenance  &  Depreclatlon-C.P.  &  S. 

Total  Servicing,   Sales  aad  General  Operating  Eipanaes 

Total  Operating  Erpenaes 

17,9 

18.3 

18.5 

19.1 

9.2 

9.6 

U.» 

12.1 

11.9 

12.3 

12.0 

5.0 

5.0 
1.5 

5.1 
1.5 

2.4 

2.7 

2.9 

3.0 

2.9 
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TOTAL  CEBTIPICATED   ROITTE  CARRIER  ( 
OPERATING  EXPENSES  BY  OBJECTIVE  GBOUPKCS    ($   OOO) 
CALERDAR  YEARS    1969  TUROUGB   1974 


OBJECTIVE  GROUPIHCSi 


KAIERIALS    PURCHASED: 


Total  Material! 


253,252 
135,957 

145,078 


343,222 
343,689 
174.271 


236,588 
143.629 
171,248 
164.850 
262,014 
298.976 


1.277.305 


142,581 
181,651 
183,128 
294,946 
320.090 


1.229,430 
371,176 
390,674 


TOTAL  CniTITICATED  ROOTS  CARRIER  OPOATIOIG 

DisTRraunoH  OF  opnume  extobb  bt  objichvb  groopiics 

CALENDAR  YEARS  1969  THHOOCH  1974 


OBJECTIVE  CHDUPINCSl' 

196, 

1970 

1971 

1972 

1973 

""salaries  and  RELATED  FRINGE  BEKEFITS: 
^""c^ral  «i«.8««ot  per,o»,el 

Alr°ra£t°aL  traffic  haodUug  pet.o<mel 

Related  F^ljge  Benefice: 

Payroll  taxea 

Total  Related  Fringe  Beneflta 

Total  Salarlea  aod  Related  Fringe  Beneflta 

ii 

.5 

12.2 
5.1 

12.5 
7.7 

7.4 

12!6 
4.8 

12.8 
7.3 

1216 
4.7 
12.6 

7.1 

1:1 

2.2 
3.7 

2.1 

2.0 
4.3 
1.5 

lis 

445 

45.2 

45.4 

45.9 

45.9 

3;6 

11.6 
3.5 
3.7 
1.1 

11.9 
3.6 
3.7 
1,8 

Faaaenger  food 
Other  -terlaU 
Total  Material. 

^'■"'^"  7£^£^ -^  --"  -»«"°" 

0«il"'flIght  equipment  «lntenance 
Traffic  c»nnl.elon« 

Dapracl'atlon 

Total  Operating  E«i.«.a.a 

1.8 
2.6 

2.6 

1.6 

2.5 
1.5 
1.9 
1.9 
3.0 

2.5 

2.3 

3.6 
3.2 

uts  ■ 

14.0 

14.0 

13.4 

1.9 

4.7 
9.8 

i!j 

2.1 

6!l 

9.8 

l'.6 

2.4 
9)2 
l!5 

2.5 
6.1 

2)2 

100.0 

100.0 

100.0 

lOO.O 
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APPENDIX 


The  components  making  up  the  functional  and  objective  expense  groupings 
which  are  used  in  the  tables  in  this  memorandum  are  identified  in  detail 
in  the  CAB  publication  "Trends  In  Airline  Cost  Elements",  1st  Edition, 
July  1973. 


Under  the  current  50-state  reporting  concept,  Hawaiian  rnd  Alaskan  opera- 
tion which  previously  were  included  in  international/te-  ritorial  operations 
are  now  considered  under  domestic  operations.   During  1959  and  1970,  the 
carriers  in  actual  practice,  switched  over  to  the  50-state  concept  at 
differing  starting  times  during  the  two  year  period.   The  data  in  this 
report  reflects  the  data  as  reported  by  the  carriers. 


Financial  and  Cost  Section 

Economic  Evaluation  Division 

Bureau  of  Accounts  and  Statistics 

Civil  Aeronautics  Board 

October  31,  1974 
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CARRIER  QUESTIONNAIRE 
QUESTION  #18 


The  attached  material  answers  this  question  to  the  extent  that 
appropriate  CAB  information  was  available  or  could  be  reasonably 
assembled. 

Average  unit  cost  levels  are  heavily  influenced  by  average 
hop  &  haul  among  many  other  factors.  Any  ranking  airlines  by  unit 
costs  should  take  into  consideration  the  ranking  of  the  carrier  as  to 
average  hop  &  haul.  For  this  reason,  a  ranking  as  to  average  hop  &  haul 
has  been  included  along  with  the  ranking  of  carriers  by  unit  cost  levels. 
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COMPARATIVE  FINANCIAL  REVIEW 


•flllJilKS    (SYSTKK^ 


Ol'KKATTIIfJ   EXPKNSK   PKR  /WMIAW.K   TON-MII.E(AT.L   REVKNl)!-:   SKRVICl-S)    (IN   CITITS) 


OperaClni- 

Ivxpcnsa   Per 

Aval  1.1b Ic  Ton-Mile 

12  MONTHS  [NOED 

cvenuc   Scrvi 

ces)       (in   cents) 

Araerican 

Branifl 

Continental 

Delta 

Eastern 

National 

12/31/72 

20.7 

23.4 

17.9 

23.4 

27.6 

3/31/73 

21.0 

23.8 

17.6 

23.8 

28.6 

6/30/73 

21.4 

24.2 

17.8 

24.4 

20.5 

9/30/73 

22.0 

24.4 

18.3 

24.6 

29.6 

21.4 

12/31/73 

•     23.3 

24.6 

19.3 

25.2 

30.2 

21.5 

3/31/74 

25.9 

26.4 

21.3 

26.8 

31.8 

22.0 

Noittiwest 

Pan 
American 

TWA 

United 

Western 

Total 
Trunks 

16.9 

19.0 

20.0 

22.0 

25.7 

21.4 

17.4 

18.9 

20.2 

22.2 

25.7 

21.6 

18.1 

19.1 

20.5 

22.3 

25.8 

22.0 

15.9 

19.1 

20.6 

22.4 

25.5 

21.9 

15.8 

19.6 

21.9 

22.9 

25.9 

22.6 

16.6 

20.9 

23.6 

24.8 

28.0 

24.3 

Ilankins  i'wxma  Trunks    (l^lo-./cs t)    Operating   Expense 
Per  Available   Ton-mile    (All   Revenue  Services) 

American 

Cranifi 

Continental 

Delta 

Eastern 

National 

12/31/72 
3/31/73 
6/30/73 
9/30/73 

12/31/73 
3/31/74 

3 

3 
8 
3 

2 

2 
2 
3 

' 

6 
6 

6 

5 

Total 
Trunks 

Hori;i:vi;st 

Pan 
American 

IWA 

United 

Western 

3 
3 

3 
2 

4 

4 
4 
4 

5 

7 
7 

7 

6 
6 

10 
10 
10 
10 
10 
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COMPARATIVE  FINANCIAL  REVIEW 


TRUNKS    (SYSTKM) 


OPERATING   rari:NSE  PER  REVKNUE  TON-MILE    (AI.I.  REVHIUE  SERVICES)    (IH  CENTS) 


12  MONTHS  ENDED 

Operating  Expense   Per  Revenue  Ton-mile 
(AH   Revenue   Services)      (In  cents) 

American 

Branitf 

Continental 

Delta 

Eastern 

Kalional 

12/31/72 
3/31/73 
6/30/73 
9/30/73 

12/31/73 
3/31/74 

^7.9 
49.0 
50.2 
52.0 
53.3 
56.4 

51.3 
52.1 
52.7 
53.7 
54.2 
57.6 

41.5 
42.9 
44.7 
47.1 
49.6 
52.5 

53.7 
53.9 
54.3 
55.4 
56.7 
58.4 

56.7 
5,8.1 
59.7 
51.2 
63.2 
64.6 

50.4 
50.9 
51.4 
52.3 
53.2 
53.2 

Nofthwest 

Pan 
American 

TWA 

United 

Western 

'Total 

Trunks 

49.5 
50.2 
50.7 
43.5 
42.5 
42.4 

33.2 
38.2 
38.7 
39.4 
40.0 
41.7 

42.5 
42.7 
43.1 
44.3 
47.5 
51.1 

46.6 
47.4 
47.0 
47.7 
47.8 
49.8 

50.6 
50.7 
50.0 
50.8 
51.7 
52.3 

46.7 
47.2 
47.8 
48.5 
49.7 
51.8 

12  MONTHS  ENDED 

Ranking  .\mong   Trunks    (l=lowest)    OpcriLing   Expense 
Per   Revenue   Ton-mule    (All    Revenue   Services) 

American 

Braniff 

Continental 

Delta 

Eastern 

National 

12/31/72 
3/31/73 
5/30/73 
9/30/73 

12/31/73 
3/31?74 

5 
5 
6 
7 
8 
3 

9 
9 
9 
9 
9 
9 

3 
6 

10 

10 
10 
10 
10 
10 

7 

8 
8 

7 

NcfthYfest 

Pan 
American 

TWA 

United 

Western 

Total 
Trunks 

5 

7 
2 
2 
2 

1 
I 

3 
2 

2 
3 

3 
■4 

7 
5 

6 
6 
5 
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COMPARATIVE  FINANCIAL  REVIEW 


TItUNKS    (SVIiTEM) 


AVERAGE   IIAUL   P1;K   TON    (ALL   KKVKNUE  SEItVICF.S)    (IN   MILES) 


Average   llau 

1    Per  Ton    (All    Kcvenuc   S 

erviccs) 

12  MONTHS  ENDED 

(In  miles) 

American 

Branilf 

Continental 

Delta 

Eastern 

National 

12/31/72 

1,071.7 

812.6 

1,066.5 

013.9 

674.8 

867.0 

3/31/73 

1,071.7 

807.2 

1,043.9 

514.4 

673.6 

874.4 

6/30/73 

1,063.5 

800.5 

1,011.6 

512.7 

573.7 

879.5 

9/30/73 

1,061.5 

794.8 

970.2 

512.5 

672.4 

883.8 

12/31/73 

1,062.1 

795.3 

943.8 

511.9 

572.3 

884.2 

3/31/74 

1,067.0 

792.5 

927.5 

610.9 

670.9 

879.3 

5/30/74 

1,074.1 

789.0 

922.5 

512.2 

559.7 

883.5 

Northwest 

Pan 
American 

TWA 

United 

Western 

'Total 
Trunks 

1,148.0 

2,158.1 

1,418.0 

974.1 

817.5 

1,154.3 

2,172.3 

1,422.2 

977.8 

825.4 

1,150.7 

2.197.2 

1,575.1 

971.3 

830.9 

1,187.4 

2,225.9 

1,577.4 

978.3 

827.1 

1,204.9 

2,257.6 

1,590.7 

983.1 

826.0 

1,218.5 

2,293.1 

1,578.0 

983.6 

833.7 

1,221.2 

2,322.0 

986.2 

8'46.0 

Ranklna  Among  Trunks    (l=lowest   haul 

Average   Ha 

^ 

Per   Ton    (All    Revenue 

Services) 

12  MONTHS  ENDED 

Anterican 

Branili 

Continental 

Delta 

[astern 

National 

12/31/72 

9 

5 

,, 

3/31/73 

9 

5 

5/30/73 

9 

9/30/73 

9 

6 

12/31/73 

9 

6 

11 

10 

3/31/74 

9 

5 

11 

10 

6/J0/74 

9 

10 

Northwest 

Pan 
American 

THA 

United 

Western 

Total 
Trunks 

6 

a 

2 

6 

8 

9 

6 

8 

0 

5 

2 

5 

2 

8 

2 
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COMPARATIVE  FINANCIAL  REVIEW 


tVUNKS  isvsrtu-^^ 


t:)t.\iK  yuan  siAOK  i.rnrnt  (All.  K>A'r.viiK  SKRVicts)  (in  Mii>a;) 


i:  MONIHS  ENDED 

Vwrasc 

Kll.-.IU    St.>s«- 

Kovrnue   Sri 

v...... 

*mf  icja 

Bfisitt 

Cjntutnljl 

D(ltJ 

EjsIsii 

NjtionjI 

nnun 

•x<.'> 

MO.S 

s».>.i 

4Jl..' 

A99.J 

aS/.S 

5/Jl/M 

S.M 

SIO.* 

169.; 

4»1.7 

SOl.O 

4S».4 

6/iO/M 

•Vo.l 

5li.3 

S6f.9 

*;?.4 

SOS.S 

■>.^S.4 

WJ0/7J 

J4.M 

5W.I 

S54.9 

4^i.i 

SIO.J 

4&-*.7 

isyji/Tj 

M^.S 

513.S 

M4.i 

4:M.J 

SVA.6 

4SS.4 

1/Jl/T* 

7S,\i 

SJO.S 

S45.0 

*^  A .  i> 

$11.4 

4S5.5 

A/»/T* 

>il.-) 

^^.0 

>v:.o 

-•J.'.S 

Niith««$l 

1Kt 

■.•:::: 

Hiiiii 

IltlkS 

»u.# 

,,.., 

:<>.> 

>.^.J 

Ml.O 

■!0«.S 

71.S.-S 

SSS.J 

OOS.9 

^S4.> 

711.9 

590.9 

»l».i 

■>**.» 

T0«.» 

590.6 

6J6.0 

l.."S.-» 

■»S6.S 

'ov,: 

S0C.6 

O.X0.4 

l,J07.* 

930.5 

P'JI.,'! 

>9V.S 

»W.O 

l.iiO.* 

964.0 

pOS.* 

^11,9 

:.•  «j«>iws  ti::: 

>",iv-,;   S:,c..-   \tf.\jia>      v\l-  Xf\=".v,i<-  S.-vvU-<-s> 

5,ii- 

:';  'i 

iijM  1 

^r.inji 

unun 

5/Jl/W 
&/M/7) 

u/-n(i7.< 

W5U74 
!>.  «0/74 

? 

A 

< 

.0 

uauiii 

«u 

!>;.-;.'  i 

■     ^.j; 

5 
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CARRIER  QUESTIONNAIRE 
QUESTION  #28 


The  attached  material  answers  this  question  to  the  extent  that 
appropriate  CAB  information  was  available  or  cojld  be  reasonably 
assembled. 
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CIVIL  AERONAUTICS  BOARD 

WASHINGTON,   DC.     20428 


(202)    382-6031 


FOR  RELEASE: 


IMMEDIATE 
DECEMBER  h,    l^fk 
CAB  7^-261 


United  States  trunk  and  local  service  airlines  reported  an  average  domestic 
luel  price  ol  23.567  cents  per  gallon,  down  1. 31  percent  from  the  September  average, 
according  to  statistics  released  toTJay  by  the  Civil  Aeronautics  Board.   This  was  the 
first  reported  monthly  decrease  for  the  trunks  and  locals  combined  since  the  advent 
of  the  fuel  crisis. 

Trunk  airlines  paid  an  average  of  23. 7^*5  cents  per  gallon  in  October,  down  1.U2 
percent  from  September.   Local  service  airlines  paid  22.022  cents  per  gallon,  down 
0.13  percent  from  September.   This  was  the  second  consecutive  month  in  which  the 
locals  experienced  a  decrease  in  average  cost  per  gallon. 

October  domestic  fuel  prices  were  100.66  percent  higher  than  those  reported 
for  the  year  ended  June  30,  1973-   The  trunks  increase  was  103-59  percent,  the 
locals  7'+.  56  percent. 

#### 


ATTACHEMNT 


Oct. 
Nov. 
Dec. 
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DOMESTIC  OPERATIONS 

Aircraft  Fuel  Cost  Per  Gallon 
Year  Ended  June  30,  1973  and 
July  1973  Through  October  1974 


Fuel  Cost  Change  Over  Change  Over  Year  Ended 

Per  Gallon  (g) Prior  Month  (Percent)  June  30,  1973  (Percent) 

Domestic   Local   Total  Domestic   Local   Total  Domestic   Local   Total 

Trunks   Service  Domestic  Trunks   Service  Domestic  Trunks   Service  Domestic 


12.616   11.745 


July  12.291  12.885  12.342      —       —      --  5.38  2.13  5.08 

Aug  12.345  12.897  12.393  0.44  0.09  0.41  5.85  2.23  5.52 

Sept.  12.931  13.135  12.949  4.75  1.85  4.49  10.87  4.11  10.25 

Oct  13.277  13.560  13.303  2.68  3.24  2.73  13.84  7.48  13.27 

Nov'  13.640  13.820  13.659  2.73  1.92  2.68  16.95  9.54  16.30 

Dec  14.279  14.178  14.270  4.68  2.59  4.47  22.43  12.38  21.50 


17.294  16.927  17.261  21.11  19.39  20.96  48.28  34.17  46.96 

18  719  18.454  18.694  8.24  9.09  8.30  60.50  46.27  59.17 

19.969  19.573  19.931  6.68  6.06  6.62  71.22  55.14  69.70 

20.883  20.099  20.808  4.58  2.69  4.40  79.05  59.31  77.16 

22.034  21.109  21.943  5.51  5.03  5.45  88.92  67.32  86.83 

22.539  21.754  22.464  2.21  3.06  2.37  93.25  72.43  91.26 

July  2/     23.358  21.878  23.214  3.63  0.57  3.34  100.27  73.41  97.65 

Aug.  2/     23.695  22.182  23.545  1.44  1.39  1.43  103.16  75.82  100.47 

Sept. 2/     24.087  22.051  23.879  1.65  -0.59  1.42  106.52  74.79  103-33 


23.745   22.022  23.567    -1.42    -0.13   -1.31    103.59    74.56   100,66 


U      Year  ended  June  30,  1973. 

II     National  on  strike  effective  July  15,  1974, 

Source:  CAB  Form  P-5(b)  (formerly  T-90)  with  revisions  through  current  period. 

Financial  and  Traffic  Data  Section 

Statistical  Data  Division 

Bureau  of  Accounts  and  Statistics 
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Domestic  Fuel  Consumption  and  Cost 
Domestic  Trunks  and  Local  Service  Carriers 
Month  of  October  1974 


Carrier 

Fuel  consumption 
(Gallons) 

Cost 
(Dollars) 

19,535,000 

Fuel  cost  per 
gallon  (C) 

American 

90,320,398 

21.629 

Braniff 

28,318,293 

5,648,355 

19.946 

Continental 

25,801,200 

6,093,200 

23.616 

Delta 

74,813,406 

17,824,668 

23.825 

tlastern 

66,509,568 

15,131,336 

22.751 

National  ZJ 

339,117 

39, 396 

11.617 

Northwest 

40,206,457 

11,257,412 

27.999 

Pan  American 

.6,975,975 

2,178,946 

31.235 

Trans  World 

76,897,095 

20,930,482 

27.219 

United 

123,288,019 

27,995,486 

22.707 

Western 

21,843,361 

5,226,788 

23,928 

Total  Trunks 

555,312,889 

131,861,069 

23.745 

Allegheny 

20,379,300 

4,  543, 600 

22.295 

Frontier 

6,193,741 

1,633,479 

26.373 

Hughes  Airvjest 

7,113,284 

1,479,967 

20.806 

North  Central 

6,436,175 

1,314,758 

20.428 

Ozark 

6,219,391 

1,488,635 

23.935 

Piedmont 

6,442,405 

1,260,187 

19.561 

Southern 

6,126,884 

1,434,546 

23.414 

Texas  International 

5,035.801 

927,261 

18.413 

Total  Local 

63,946,981 

14,082,433 

22.022 

Total  Domestic 

619,239,870 

145,943,502 

23.567 

National  on  strike  effective  July  15,  1974. 


525 


CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  DC.     20428 


(202)      382-6031 


FOR  RELEASE: 

IMMEDIATE 
DECEMBER  k,    ig?!* 
CAB  T^^-Ses 


The  average  price  paid  per  gallon  for  fuel  by  U.S.  scheduled  carriers  in 
international  operations  showed  little  change  between  Septen.^^er  and  October  1971* 
in  the  eight  geographical  areas  covered  in  a  report  issued  by  the  Civil  Aeronautics 
Board's  Bureau  of  Accc  jits  and  Statistics. 

The  only  areas  which  showed  increases  in  average  cost  per  gallon  were 
Mainland  To/From  Hawaii  (0.2  percent),  and  North/Central  and  South  Paciric  (2.6 
percent) . 

The  Caribbean  area  reported  the  largest  decrease  in  average  cost  per  gallon 
with  3.2  percent.   Other  decreases  amounted  to  1.8  percent  for  Soutl./Central 
America,  1.0  percent  for  Trans -Atlantic  and  0.7  percent  for  Mainland  to  Puerto  Rico/ 
Virgin  Islands. 

Fuel  costs  per  gallon  for  the  US-States  To/From  Alaska  and  Trust  Territory 
operations  remained  about  equal  to  September  levels. 

### 
ATTACHMENT 
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Cost  Per  ( 

Gallon  (Cents 

1) 

NortV 

Mainland 

A8  States 

Puerto  Rico/ 

rru 

3t 

SoutW 

Central 

To /From 

To/From 

Virgin 

Ter 

ri- 

Cat 

■Ib- 

Trans- 

Ceni 

1973 

Alaska 

Islands 

tor 

les 

be: 

in 

Atlantic 

Ame, 

rlca 

pacific 

Tuly 

13.279 

15.310 

12.462 

23. 

7  37 

12. 

.526 

13 

.770 

13 

.525 

12.780 

12.559 

24. 

n'.5 

12, 

.152 

14 

.007 

U 

.955 

sept. 

13.694 

1.'..892 

12.769 

24. 

.6 

12, 

.66;. 

14 

.526 

14 

13.869 

?7. 

019 

U 

.162 

15 

.735 

15 

.235 

15.535 

U.689 

16.500 

15.058 

27. 

198 

15 

.054 

lb 

.34b 

lb 

Jan. 
Feb. 
March 

20.276 
21.357 
23.387 

20.171 
24.552 
24.253 

2».431 
26.819 
29.549 

35.028 
39.695 
39.799 

20.109 
25.933 
31.363 

28.962 
35.932 
35.280 

23.073 
25.675 
26.581 

25.734 
30.657 
31.051 

April 

May 

June 

24.931 
25.784 
24,466 

27.012 
28.327 
25.803 

28.396 

29.505 
2S.030 

39. 'M2 
40.J25 
40.916 

30.485 
30.004 
28.634 

35.520 
32.569 
31.934 

27.367 
29.234 
30.339 

34.650 
34.800 
31.649 

July 
Aug. 
Sept. 

24.564 
24.984 
25.242 

27.218 
27.668 
28.911 

30.332 
32.995 
31.914 

42.477 
42.590 
42.422 

32.616 
33.840 
33.834 

37.519  1/ 
37.365  1/ 
37.874  1/ 

34.159 
34.772 
34.413 

35.097 
35.546 
35.566 

Oct. 
Dec. 

25.286 

28.887 

31.678 

42.407 

32.760 

37.484  U 

33.797 

36.503 

Percent  Ch, 

ange  In  Fuel 

Cost  Per 

Callon  Over  July  1973 

1973 

Mainland 
TO /From 

Hawaii 

-0.56 
3.13 

48  States 
To/From 
Alaska 

-4.19 
-2.71 

Mainland  to 

Puerto  Rico, 

Virgin 

Islands 

Terri- 
tories 
1.30 
2.44 

Carib- 
bean . 
-2.99 
l.U 

Trans- 
Atlantic 
1.72 
5.49 

South/ 
Central 

3.18 
4.28 

NortW 
Central 
and  South 
Pacific 

Aug. 
Sept. 

0.78 
2.46 

3.82 
5.28 

Oct. 
Nov. 
Dec. 

8.40 
10.62 
21.36 

0.92 
10^54 

11.29 
20.83 
40.99 

13.83 
14.  S8 

13.06 
20.18 
37.36 

14.27 
18.71 

44.41 

12.64 
24.89 
39.96 

21.56 
29.26 
51.70 

Jan.  52.69  31.75 
Feb.  60.83  60.37 
March     76.12     58.41 


87.75 
94.17 
84.25 


76.43 
85.02 
68.54 


63.95 
115.21 
137.11 

127.86 
136.76 
124.92 

143.40 
164.76 
156.09 


60.54  110.33  70.60 
107.03  160.94  89.83 
150.38   156.21     96.53 


78.95 
79.42 
78.72 


143.37 
139.53 
128.50 

160.39 
170.16 
170.11 


157.95 
136.52 
131.91 

172.47 
171.35 
175.05 


102.34 
116.15 
124.32 


174.62 
178.14 
178.29 


78.65   161.54 


1/  National  on  strike  effective  July  15,  1974. 
Source:   CAB  Form  T-90  with  revisions  through 
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FOOTXOIES 

1/    Northwest  v.'as  on  strike  from  f^lUll   to  10/1112. 


2/   Trans  World  was  on  full  strike  from  11/5/73  to  12/18/73  and  had 

partial  operations  from  12/19/73  to  12/20/73,  resuming  full  operations 
on  12/21/73. 


3/   Ozark  was  on  full  strike  from  4/19/73  to  7/4/73  and  had  partial 

operations  from  7/5/73  to  7/31/73,  resuming  full  operations  on  8/1/73. 


4/.   Includes  Delta  for  the  quarter  ended  March  31,  1974. 


5/    Includes  Aspen,  Caribbean-Atlantic,  and  Wright. 


SOURCE:   CAB  Form  41 


Financial  and  Cost  Sectic 

Economic  Evaluation  Divisic 

Bureau  of  Accounts  and  Statistic 

Civil  Aeronautics  Boai 
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CARRIER  QUESTIONNAIRE 
QUESTIONS  #41  -  43 


The  attached  material  is  submitted  in  response  to  the 
above  question  numbers. 
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Question  42. 

Describe  the  procedures  used  to  bring  consumer  complaints  to  the  attention 
of  the  Board:  a.)  when  they  concern  a  matter  currently  the  subject  of  a 
Board  proceeding;  or,  b.)  in  other  instances. 


CAB  Response  to  Question  42: 

The  Office  of  the  Consumer  Advocate  issues  public  monthly 
reports  indicating  the  nature  and  type  of  consumer  complaints  it 
has  received. 

Wlien  those  complaints  reveal  that  there  is  a  weakness  in  the 
regulatory  scheme  that  Board  action  might  alleviate,  such  problem 
areas  are  brought  to  the  attention  of  the  Board  by  means  of 
memoranda  sent  to  the  Board  or  other  components  of  the  Board's 
staff. 

Under  new  procedures  adopted  when  the  Office  of  Consumer 
Affairs  becaime  the  Office  of  the  Consumer  Advocate,  the  Office  of  the 
Consumer  Advocate  can  now  have  party  status  in  any  proceeding  con- 
ducted before  the  Board,  subject  to  the  ruling  of  the  presiding 
Administrative  Law  Judge,  and  can  participate  in  all  proceedings 
in  that  manner.   The  Office  of  the  Consumer  Advocate  is  a  party  in 
the  Board's  investigation  into  the  transportation  of  live  animals 
(Docket  26310). 

The  Office  of  the  Consumer  Advocate  now  has  several  avenues  of 
approach  to  the  Board.   Which  one  it  uses  will  depend  upon  the  nature 
and  extent  of  the  consumer  problem  involved. 
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Question  43. 

When  did  the  Board  or  its  staff  first  become  aware  of  Air  Europe's  intention 
to  serve  the  Tijuana-Luxembourg  market?   Were  any  staff  opinions  or  memorandums 
prepared  regarding  the  legality  or  desirability  of  this  operation?   If  so, 
please  supply  copies. 


CAB  Response  to  Question  43:       ' 

The  Board  became  aware  of  Air  Europe's  proposed  operations 

in  August,  197A,  when  the  Bureau  of  InternaLional  Afiairs  received 

a  cable  from  the  U.S.  Embassy  in  Mexico. 

The  board's  staff  prepared  t\io   memoranda  conccrain;; 
Air  Euroi^c's  proposed  operations.   Tlie  first,  undated  and  titled 
"CAD  Position  Paper,"  suimiiarizes  the  position  of  tlic  Board's 
staff  in  this  matter  throughout  various  mcetinj'.s  among  repre- 
sentatives of  the  Board,  the  Department  of  State,  the  Department 
of  Transportation,  and  the  Federal  Aviation  Administration  which 
took  place  during  the  summer  of  1974.   The  second,  dated 
November  21,  1974,  and  titled  "Memorandum  Co  the  Associate 
General  Counsel,  Litigation  and  Research,"  was  prepared  in  the 
fall  of  1974,  and  covers  various  legal  and  policy  problems  raised 
by  Air  Europe's  operations. 

The  two  documents  are  attached  Jiereto.   Tlie  second  document 
was  prepared  at  the  request  of  tlie  General  Counsel  in  conjunction 
with  a  lawsuit  x^rliich  had  been  commenced  against  the  Board  by  Air 
l^urope.   The  first  document  was-  prepared  in  conjunction  with  the 
inter-agcncy  meetings  held  during  the  summer  of  1974.   Because 
these  documents,  including  the"  attaclimcnt  to  the  second  styled 
"Notation"  and  dated  October  23,  1974,  are  intra-agency  memorantia 
wliich  an  agency  does  not  normally  disclose,  they  should  be  accorded 
confidential  treatment,  for  governmcatal  use  only. 
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CAB    POSITION    PAPER 

mtsmium 

Laker  Airways,  acting  on  behalf  of  Air  Europe  International, 
a  Luxembourg  company  organized  and  controlled  by  U.S.  nationals, 
proposes  to  conduct  scheduled  operations  between  Tijuana  and 
Luxembourg  which  will  fly  through  the  air  space  of  the  United  States. 
The  Board  considers  the  arrangement  to  be  a  mere  subterfuge  under 
which  transportation  will  be  unlawfully  provided  to  and  from  the 
United  States  by  Laker  and  Air  Europe  and  has  requested  DOT  to 
withhold  authority  from  Laker  to  fly  through  the  air  space  over 
the  United  States  in  furtherance  of  this  arrangement.   In  the  Board's 
view,  neither  Laker  nor  Air  Europe  is  entitled  to  operate  the  flights 
through  United  States  air  space  under  the  provisions  of  the  Interna- 
tional Air  Services  Transit  Agreement.   Further,  the  Board  believes 
that  the  most  effective  and  expeditious  method  of  dealing  with  the 
operation  is  to  deny  any  right  of  transit  to  Laker.   There  follows 
a  statement  of  the  Board's  position  concerning  various  facets  of  the 
problem  involved. 

The  Provisions  of  the  Federal  Aviation  Act  Relating 
to  the  Flight  of  Foreign  Aircraft 

Section  501  of  the  Federal  Aviation  Act  makes  it  unlawful 

for  any  person  to  operate  or  navigate  foreign  aircraft  within  the 

United  States  except  as  provided  by  Section  1108  of  the  Act. 
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Section  901  provides  civil  penalties  for  violations  of  Section  501, 
and  those  penalties  may  be  compromised  by  the  Secretary  of  Transportation. 
Thus,  the  responsibility  for  policing  the  air  space  and  enforcing  of 
the  requirements  of  Section  501  is  squarely  placed  upon  DOT. 

On  the  other  hand,  the  CAB  is  the  agency  authorized  to  grant 
permission  under  Section  1108(b)  for  the  operation  or-navigation  of 
foreign  aircraft  within  the  United  States.   A  foreign  air  carrier 
permit  issued  pursuant  to  Section  402  serves  as  an  1108(b)  permit 
for  operations  authorized  by  the  Section  402  permit  and,  insofar  as 
is  here  pertinent,  all  other  flights  require  some  form  of  Board 
authorization.   Such  authorization  may  be  either  a  specific 
"1108(b)  permit"  or  regulation  issued  under  Section  1108.   (Part  375 
of  the  Board's  regulations  specifies  numerous  types  of  operations  which 
may  be  conducted  without  the  Board's  approval.)   Any  operation  or 
navigation  of  foreign  aircraft  within  the  United  States  which  is 
not  authorized  by  a  Section  402  permit  or  under  1108  is  unlawful,  and 
constitutes  a  violation  of  Section  501  irrespective  of  whether  the 
operation  may  also  violate  the  economic  regulatory  provisions  of  the 
statute  administered  by  the  Board,   Where  an  unauthorized  common 
carrier  operation  is  involved,  either  the  DOT  or  the  Board,  or  both, 
may  act  to  enforce  their  respective  sections  of  the  statute. 

The  authority  conferred  upon  the  Board  by  Section  1108  also 
has  been  deemed  to  permit  it  to  determine  whether  scheduled  interna- 
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tional  flights  proposed  to  be  operated  with  foreign  aircraft  fall 
within  the  scope  of  those  permitted  under  the  International  Air 
Services  Transit  Agreement  as  scheduled  international  air  service 
in  transit  across  the  United  States,   At  one  time,  the  Board's 
regulations  required  the  operator  of  a  proposed  scheduled  transit 
operation  to  submit  its  statement  of  proposed  route  to  the  Board 
(Section  190.45).   However,  in  1954,  the  regulation  was  ch^inged 
to  require  only  that  the  approval  of  the  FA/\  be  obtained  for  the 
route  to  be  followed  and  that  requirement  is  now  embodied  in 
Section  375.45  of  the  Board's  regulations.   The  Board  thus  may  be 
said  to  have  entrusted  to  the  FAA  the  function  of  ascertaining 
whether  a  particular  proposed  scheduled  operation  falls  within  the 
scope  of  the  Agreement. 

Tlic  Apjil  ication  of  the  International  Air  ' 
Services  Transit  Agreement  to  the  Laker 
and  Air  Llurope  operations 

The  Agreement  permits  the  operation  of  scheduled  international 

air  services  in  transit  across  the  United  States  by  a  carrier  of  a 

contracting  state,  but  allows  the  United  States  to  designate  the  route 

to   be    flown.      Additionally,    Section   5    reserves    to   tlie   United   States 

the  right  "to  withhold  or  revoke  a  certificate  or  permit  to  an  air 

transport  enterprise  of  another  State  in  any  case  where  it  is  not 

satisfied  that  substantial  ownership  and  effective  control  are  vested 
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in  nationals  of  a  contracting  State,  or  in  case  of  failure  of  sucli  air 
transport  enterprise  to  comply  with  the  laws  of  the  State  over  which 
it  operates...,"   The  designation  of  the  route  to  be  flown  or  other 
permission  required  to  be  obtained  as  a  prerequisite  to  flight 
through  United  States  air  space  is  considered  by  the  Board  as  a 
"certificate  or  permit"  which  may  be  withheld  or  revoked  under 
Section  5. 

It  is  the  Board's  position  that  the  Laker  and  Air  i:urope 
operations  between  Tijuana  and  Luxembourg  through  the  air  space  of 
the  United  States  will  not  constitute  transit  operations  across  the 
United  States,  but  rather  will  constitute  air  transportation  to  and 
from  the  United  States  and  hence  will  not  come  under  the  Agreement, 
Alternatively,  if  viewed  as  transit  operations  within  tlie  scope  of 
the  Agreement  merely  because  the  aircraft  do  not  land  in  the  United 
States,  it  is  the  Board's  view  that  the  operations  should  not  be 
permitted  since  they  will  in  reality  be  unauthorized  common  carrier 
operations  between  the  United  States  and  Europe  which  accordingly 
will  not  comply  with  the  laws  of  the  United  States.   Moreover, 
it  well  may  be  that  authority  could  be  withheld  on  grounds  tliat 
o*7nership  and  effective  control  of  Air  Europe  is  not  vested  in 
nationals  of  Luxembo\i  .j  or  Mexico,  the  nations  under  whose  licenses 
Air  Europe  will  be  purporting  to  conduct  operations  and  the  "carrier' 
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on  whose  behalf  Laker  will  be  purporting  to  operate. - 


The  Board's  Position  Concerning  the  Responsibility  of  DOT 

In  all  these  circumstances,  it  is  the  Board's  position  that 
DOT,  in  the  exercise  of  its  independent  responsibilities  under 
Section  501,  should  ascertain  the  status  of  the  Laker-Air  Europe 
operations  and  deny  any  transit  privileges  for  them.   As  previously 
noted,  the  Act  plainly  places  responsibility  in  DOT  for  policing  the 
air  space  of  the  United  States  to  prevent  unauthorized  operations  by 
foreign  aircraft,  and  the  Board's  present  regulations  entrust  to  DOT 
the  determination  of  die  lawfulness  of  proposed  scheduled  transit 
operations.   The  Board  of  course  cannot  compel  the  DOT  to  act,  but 
the  Department  plainly  cannot  avoid  its  responsibilities  through 
assertions  that  its  duties  relate  only  to  safety.   The  Board's 
staff  considers  that  any  independent  appraisal  by  DOT  of  the  scheme 
here  Involved  could  result  only  in  the  conclusions  lieretofore  reached 
by  the  Board. 

Further,  if  DOT  is  unwilling  to  make  an  independent  deter- 
mination of  the  status  of  the  operations,  DOT  still  cannot  avoid  its 
responsibility  for  enforcement  of  the  provisions  of  Section  501  in  any 
case  in  which  it  has  been  authoritatively  determined  that  the  operation 


y   Since  ownership  and  control  of  Laker  is  vested  in  nationals  of  the 
United  Kingdom,  a  contracting  state,  the  Board  thus  far  has  not  taken 
any  position  on  whether  this  portion  of  the  agreement  could  be  relied 
upon  as  a  ground  for  withholding  or  terminating  any  transit  privileges 
which  otherwise  might  be  conferred  by  the  agreement. 
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of  foreign  aircraft  has  not  been  authorized  by  a  permit  issued  under 
Section  402  or  a  permit  or  regulation  issued  under  Section  1108.   If 
the  DOT  will  not  exercise  the  functions  of  determination  of  lawfulness 
entrusted  to  it  by  Section  375.45,  the  Board's  position  is  that  the 
Department  at  least  should  defer  to  the  Board's  interpretation  unless 
and  until  another  is  provided  by  the  courts.   The  Board  believes  that 
it  is  always  incumbent  upon  one  agency  of  the  government  to  take  into 
account  and  to  accommodate  the  views  of  another  if  at  all  possible, 
and  this  principle  has  particular  force  if  the  situation  is  one  in 
which  the  position  of  the  first  agency  is  that  die  matter  is  one  for 
resolution  by  the  other.   Both  the  DOT  and  the  Board  share  respon- 
sibility for  the  health  of  the  U.S.  air  carrier  industry  and  the 
overall  enforcement  of  the  Federal  Aviation  Act,  and  certainly  should 
be  expected  to  cooperate  in  a  responsible  manner  in  furtherance  of 
these  objectives. 

If  DOT  will  not  exercise  what  the  Board  regards  as  its  plain 
duty  or,  irrespective  of  that  duty,  will  not  assist  the  rest  of  the 
government  in  carrying  out  the  provisions  of  the  Federal  Aviation 
Act,  the  alternative  will  be  to  require  this  government  to  resort 
to  injunctive  relief  against  the  Laker-Air  Europe  operations,  with 
the  possibility  that  the  operations  will  be  continued  until  every 
ruse  and  further  stratagem  has  been  exhausted  in  the  courts.   On  the 
other  hand,  a  denial  of  transit  privileges  by  the  DOT  will  put  the 
shoe  on  the  other  foot  with  Laker  or  Air  Europe  carrying  the  laboring 
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oar  in  the  event  of  litigation.  Further,  any  court  action  by  or 
against  the  government  will  be  conducted  through  the  appropriate 
United  States  attorney,  and  there  will  be  no  greater  burden  upon 
the  overall  government  in  one  case  than  the  other,  but  with  the 
chances  of  success  being  considerably  enhanced  if  the  government 
is  the  defendant  rather  than  the  plaintiff. 
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REC'D  HIHUTlS  sec 


CIVIL  AERONAUTICS  BOARD 


October  23,  1974 


TO: 
FROM: 


REFERENCE: 


Assistant  Chief,  Routes  and  Relationships 
Office  of  the  General  Counsel 

Amendment  of  Section  375.45  of  the  Board's  Special 
Regulations  relating  to  transit  flights  -  scheduled 
international  air  services. 

Notation  4678,  July  19,  1974,  proposed  scheduled  operations 
of  Air  Europe  between  Tijuana  and  Luxembourg 


RECOMMENTATION 

That  the  Board  adopt  the  attached  rulemaking  notice  which  would  amend 

section  375.45  of  the  Board's  Special  Regulations  to  require  that  an  1108(b) 

permit  be  obtained  from  the  Board  for  scheduled  international  air  service  by 

foreign  civil  aircraft  in  transit  across  the  United  States. 

DISCUSSION 

Article  6  of  the  Convention  on  International  Civil  Aviation  (the 

Chicago  Convention)  provides  that: 

"No  scheduled  international  air  service  may  be  operated 
over  or  into  the  territory  of  a  contracting  State,  except 
with  the  special  permission  or  other  authorization  of  that 
State,  and  in  accordance  with  the  terms  of  such  permission 
or  authorization  .  .  .  ." 
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Similarly,  Section  501  of  the  Federal  Aviation  Act  makes  It  unlawful  for 
any  person  to  navigate  foreign  aircraft  within  the  United  States  except 
as  provided  by  Section  1108  of  the  Act.   Public  Law  225,  enacted  In  1953 
(now  section  1108(b)  of  the  Federal  Aviation  Act  of  1958)  transferred  to 
the  Board  the  power  to  issue  flight  authorizations  for  the  navigation  of 
foreign  civil  aircraft  In  the  United  States.   The  "United  States"  Includes 
"the  overlying  air  space  thereof"  (Section  101(36))  and,  hence,  aircraft 
which  transit  the  United  States  are  subject  to  the  requirements  of  Sec- 
tion 1108(b). 

A  foreign  air  carrier  holding  a  permit  Issued  pursuant  to  Section  402 
of  the  Act  which  provides  for  routes  across  the  United  States  need  not 
obtain  an  additional  permit  under  Section  1108(b)  since  the  Section  402 
permit  also  serves  as  an  authorization  under  Section  1108(b)  to  conduct 
the  flight  operations  specified  or  required  to  perform  the  Section  402 
operations.  However,  unless  flights  are  covered  by  a  Section  402  permit, 
authority  from  the  Board  is  required  for  the  navigation  within  the 
United  States  of  foreign  civil  aircraft,  and  that  authorization  may  take 
the  form  of  a  permit  Issued  under  Part  375  or  a  provision  in  those 
regulations  which  permits  the  operation  without  the  necessity  of  obtaining 
a  permit  or  other  specific  Board  approval. 

Upon  the  transfer  in  1953  of  the  Section  1108(b)  function  (formerly 
Section  6(c)  of  the  Air  Commerce  which  theretofore  had  been  administered  by 
the  Administrator  of  Civil  Aeronautics) ,  the  Board  promulgated  a  regulation 
which,  although  not  in  terms  requiring  a  formal  "permit"  for  transit  operations, 
nonetheless  required  submission  to  the  Board  for  its  approval  a  statement  of 
the  route  to  be  flown  att^ttfes  the  United  States.   Thus,  as  originally  adopted 


557 


-  3  - 


as  Part  190  of  the  Civil  Air  Regulations  In  1953,  the  regulation  provided— 

"Prior  to  engaging  In  any  scheduled  transit  operation 
of  foreign  aircraft  over  the  United  States,  the 
operator  of  the  proposed  service  shall  submit  to  the 
Board  for  approval  a  statement  of  the  route  proposed 
to  be  flown  over  the  United  States.  ..." 

The  following  year  the  regulation  tras  amended,  however,  and  the  revised 
Part  190  granted  blanket  Board  approval  for  transit  operations  If  those 
operations  were  approved  by  the  Administrator.  In  essence,  the  Board 
entrusted  to  the  Administrator  the  function  of  ascertaining  whether  a 
particular  proposed  scheduled  transit  operation  was  proper.  This  modified 
regulation  has  been  carried  forward  as  Part  375.45  of  the  Board's  Special 
Regulations . 

Recent  consultations  with  the  Federal  Aviation  Administration  in 
response  to  the.  Board's  request  that  the  Department  of  Transportation 
withhold  approval  of  transit  rights  sought  by  Air  Europe  International  or 
Laker  Airways  for  service  between  Luxembourg  and  Tijuana  make  clear  that 
the  FAA  will  neither  (a)  determine  whether  proposed  transit  operations 
fall  within  the  scope  of  Part  375.45  of  the  regulations  nor  (b)  withhold 
the  granting  of  its  approval  for  transit  rights  on  the  basis  of  Informal 
advice  from  the  Board  that  the  flights  do  not  constitute  bona  fide  transit 
operations.  Rather,  the  FAA  regards  its  function  under  the  present  regu- 
lations as  relating  only  to  safety,  and  does  not  construe  Part  375.45  as 
Imposing  any  other  responsibilities  upon  it.  Consequently,  the  FAA  does 
not  consider  that  it  is  under  any  obligation  to  take  enforcement  action 
under  Section  501  of  the  Act  with  respect  to  flights  permitted  under  the 
current  regulation. 
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In  these  circumstances,  therefore.  It  Is  believed  desirable  to  reinstate 

the  requirement  for  prior  Board  approval  as  a  condition  precedent  to  scheduled 

transit  operations.  Moreover,  since  the  International  Air  Services  Transit 

Agreement  (Section  5)  speaks  In  terms  of  withholding  or  revoking  a  "certificate 

or  permit"  for  transit  operations,  we  believe  that  the  Board  should  specify 

that  such  operations  shall  not  be  conducted  unless  there  is  in  force  a  "permit" 

authorizing  the  operations.  A  requirement  for  such  a  permit  will  provide  an 

orderly  method  for  resolving  issues  such  as  those  involved  in  the  Air  Europe 

case  both  by  the  Board  and  ultimately  by  the  courts  through  review  of  any 

Board  order  withholding  or  revoking  a  Section  1108(b)  permit.  Moreover, 

it  will  enable  the  Board  to  withhold,  on  public  interest  grounds,  approval 

for  transit  operations  which  do  not  fall  within  the  limits  of  the  Air  Service 

Transit  Agreement  even  though  such  operations  may  not  constitute  unauthorized 

air  transportation.  It  should  be  pointed  out  that  the  amendment  here  proposed 

will  not  resolve  the  issue  of  whether  DOT  should  enforce  the  prohibition 

contained  in  Section  501  of  the  Federal  Aviation  Act  against  unauthorized 

navigation  of  foreign  aircraft.  It  will,  however,  make  it  more  difficult  for 

1/ 
that  agency  to  decline  to  take  enforcement  action. 


T7  Unauthorized  navigation  of  foreign  civil  aircraft  is  a  violation  of 
Section  501  of  the  Act,  and  enforcement  of  Section  501  is  committed  to  DOT  as 
opposed  to  the  Board.  Generally  speaking,  DOT  (FAA)  has  been  loath  to  take 
enforcement  action  on  the  grounds  that  the  Board,  as  the  licensing  agency,  also 
should  be  the  enforcing  agency.  However,  the  statute  rathet  plainly  imposes 
the  enforcement  responsibility  on  the  FAA,  and  our  recent  discussions  con- 
cerning the  Air  Europe  problem  indicate  that  the  FAA  might  have  withheld  route 
approval  and  have  taken  enforcement  action  under  Title  V  against  any  Laker 
transit  flights  which  had  been  authoritatively  determined  by  the  Board  or  a 
court  to  be  outside  the  scope  of  375.45. 
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It  should  also  be  noted  that  the  Air  Europe  incident  appears  to  be  the 
first  of  Its  kind,  and  that  adoption  of  the  regulation  here  proposed  will 
Impose  some  additional  workload  upon  the  Board  and  Its  staff.  Accordingly, 
If  the  Air  Europe  matter  were  closed.  It  Is  questionable  whether  the  benefits 
of  the  proposal  would  outweigh  its  burdens.   However,  the  Air  Europe  opera- 
tions still  remain  as  a  possibility,  and,  on  September  24,  197A,  Air  Europe 
filed  suit  in  the  Federal  District  Court  in  Washington  seeking,  inter  alia, 
(a)  a  declaration  that  it  possesses  the  right  to  conduct  its  proposed  operation 
and  (b)  an  Injunction  against  the  Board  from  interfering  with  the  sale  and 
operation  of  the  Air  Europe  service.  In  such  circumstances,  it  is  believed 
desirable  to  promulgate  the  regulation  as  a  means  of  providing  an  orderly 
administrative  avenue  for  resolving  the  legal  Issues  Involved. 


Gary  j)  Edles 
Ext.  7971 


COORDINATION: 


^ 


Director,  Bureau  of  Operating  Sights 
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UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 


Special  Regulations 
Docket  No. 


PART  375  -  NAVIGATION  OF  FOREIGN  CIVIL  AIRCRAFT  WITHIN  THE 
UNITED  STATES 

TRANSIT  FLIGHTS:   SCHEDULED  INTERNATIONAL  AIR 
SERVICE  OPERATIONS 


NOTICE  OF  PROPOSED  RULE  MAKING 
Notice  Is  hereby  given  that  the  Civil  Aeronautics  Board  proposes  to 
amend  Part  375  of  its  Special  Regulations  (14  CFR  375)  so  as  to  revise  the 
provisions  of  section  375.45  thereof  which  relate  to  authority  for  the 
navigation  of  foreign  civil  aircraft  in  scheduled  international  air  service 
in  transit  over  the  United  States.  The  principal  features  of  the  proposed 
amendment  are  explained  in  the  attached  Explanatory  Statement  and  the 
proposed  amendment  is  set  forth  in  the  Proposed  Rule.  The  amendment  is 
proposed  under  the  authority  of  section  204(a)  and  1108(b)  of  the  Federal 
Aviation  Act  of  1958  as  amended,  72  Stat.  743,  798,  49  U.S.C.  1324,  1508. 

Interested  persons  may  participate  in  the  proposed  rule  making  through 
submission  of  twelve  (12)  copies  of  written  data,  views  or  arguments  pertaining 
thereto,  addressed  to  the  Docket  Section,  Civil  Aeronautics  Board,  Washington, 
D.C.  20428.  All  relevant  material  in  communications  received  on  or  before 
,  1974  and  reply  comments  received  on  or  before 
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will  be  considered  before  taking  final  action  on  the  proposed  rule.   Copies 
of  such  communications  will  be  available  for  examination  by  Interested  persons 
In  Docket  Section  of  the  Board.   Room  710,  Universal  Building,  1825  Con- 
necticut Avenue,  N.W. ,  Washington,  D.C.  upon  receipt  thereof. 
By  the  Civil  Aeronautics  Board: 

EDWIN  Z.  HOLLAND 
Secretary 


(SEAL) 
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EXPLANATORY  STATEMENT 

Section  501  of  the  Federal  Aviation  Act  of  1958  makes  It  ut\J.awful 

for  any  person  to  navigate  foreign  aircraft  within  the  United  States 

except  as  provided  by  Section  1108  of  the  Act.  ,The  "United  States" 

Includes  "the  overlying  air  Space  thereof  .  .  ."  (Section  101(36))  and, 

hence,  aircraft  which  transit  the  United  States  are  subject  to  the  requlre- 

1/ 
ments  of  Section  1108.   Sectloft  1108(b)  of  the  Act,  In  turn,  penults  the 

navigation  of  foreign  aircraft  "only  If  such  navigation  Is  authorized  by 
permit,  order,  or  regulation  Issued  by  the  Board  .  .  .  ."  The  Board's 
authority  under  Section  1108(b)  necessarily  encompasses  authority,  inter  alia, 
to  determine  whether  a  particular  scheduled  International  flight  proposed  to 
be  operated  with  foreign  Aircraft  falls  within  the  scope  of  those  permitted 
under  the  International  Air  Ser^rlces  Transit  Agreement  as  scheduled  inter- 
national air  sfervlce  In  trSilfllt  across  the  United  States.  Board  authorization 
may  take  the  form  of  &  6&tii6a   402  permit,  a  permit  issued  under  Part  375 
of  the  Board's  Special  ll^gtilatlons ,  or  a  regulation  which  allows  the  operation 
without  the  necessity  of  obtaining  a  permit  or  other  express  Board  approval. 

Subpart  E  of  Part  375  of  the  Board's  Special  Regulation  is  concerned 
with  operations  requiring  pref light  authorization  by  the  Board  or  the 
Administrator  of  the  Federal  Aviation  Administration.  When  the  predecessor 
of  Part  375.45  (Section  190.45  of  the  Civil  Air  Regulations)  was  adopted  In 
1953,  It  provided  for  express  Board  approval  of  any  scheduled  transit  operation 

T7  Article  6  of  the  Convention  on  International  Civil  Aviation  (the 
Chicago  Convention),  61  Stat.  1180,  provides  that  no  scheduled  international 
air  service  may  be  operated  over  or  into  the  territory  of  a  contracting  State 
except  with  the  special  permission  or  authorization  of  that  State. 
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of  foreign  aircraft  over  the  United  States,   Thereafter,  the  section  was 

revised  In  1954  so  as  to  eliminate  the  requirement  for  specific  route 

approval  by  the  Board.   Instead,  the  amended  regulation  provided  for 

blanket  Board  approval  for  transit  flights  If  the  necessary  approval  was 

obtained  from  the  Administrator.   Such  approach  was  found  to  be  consistent 

with  the  public  Interest  at  that  time. 

Recent  consultations  with  the  Federal  Aviation  AdmlnlstratlonJ^  however. 

Indicate  that  the  Administrator  does  not  consider  that  he  should  determine 

whether  proposed  transit  operations  fall  within  the  scope  of  Part  375.45  of 

2/ 
the  Board's  Special  Regulations.  Moreover,  pending  litigation  makes  clear 

that  a  specific  administrative  avenue  should  be  provided  for  resolution  of 
Issues  of  whether  particular  transit  flights  should  be  permitted.  Including 
Issues  of  whether  such  flights  fall  within  the  scope  of  the  International 
Air  Services  Transit  Agreement,  or  otherwise  should  be  authorized. 

In  such  circumstances,  the  Board  finds  that  It  Is  no  longer  In  the 
public  Interest  to  grant  blanket  approval  by  regulation  for  transit  opera- 
tions. Accordingly,  we  shall  amend  the  regulation  to  provide  that  an 
operator  of  foreign  civil  aircraft  desiring  to  conduct  a  scheduled  Inter- 
national air  service  (which  is  not  authorized  by  a  Section  402  permit) 
which  transits  the  United  States  shall  obtain  a  permit  from  the  Board  for 
the  service.  The  requirement  for  obtaining  appropriate  safety  authority 
from  the  Federal  Aviation  Administration  will  remain  unchanged. 


II     Air  Europe  Int'l.  v.  Robert  D.  Timm  et  al..  Civil  No.  74-1400 
(D.D.C.,  filed  Sept.  24,  1974). 

3/   In  the  usual  case,  where  the  applicant's  home  government  Is  a 
signatory  of  the  International  Air  Services  Transit  Agreement,  It  is 
anticipated  that  the  appropriate  approval  will  be  routinely  granted. 
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PROPOSED  RULE 

It  Is  therefore  proposed  to  amend  Part  375  of  the  Boajrd's  Special 
Regulations  (14  CFR  375)  as  follows: 

Amend  375.45  to  read  as  follows: 

S375.45  Transit  flights:   scheduled  International 
air  service  operations. 

(a)  Approval  required.  Any  carrier  operating  foreign 
civil  aircraft  that  desires  to  conduct  a  scheduled 
international  air  service  in  transit  across  the  United 
States  shall,  before  commencing  operations,  obtain 

(i)  a  permit  therefor  from  the  Board  and  (11)  the 
approval  of  the  Administrator,  for  the  routes  proposed 
to  be  followed,  and  thereafter  shall  conduct  such 
operations  in  accordance  with  the  provisions  of  such 
permit  and  approval.   Such  permit  may  be  issued  only 
if  the  Board  finds  that  the  proposed  operation  is 
fully  consistent  with  the  applicable  law  and  is  in 
the  Interest  of  the  public. 

(b)  Nature  of  privilege  conferred.  Air  transportation 
is  not  authorized  under  this  section,  and  the  burden 
rests  upon  each  applicant  to  show  that  the  contemplated 
operation  will  not  constitute  air  transportation. 
Stopovers  for  the  convenience  or  pleasure  of  the 
passengers  are  not  authorized  under  this  section  and 
stops  other  than  for  strictly  operational  reasons  shall 
not  be  made.   The  consolidation  on  the  same  aircraft  of 
an  operation  under  this  section  with  a  service  authorized 
under  section  402  of  the  Act  is  not  authorized  by  this 
section.   Any  permit  authorized  by  this  section  is 

non- transferable,  and  may  be  withheld,  revoked,  suspended, 
withdrawn,  or  cancelled  by  the  Board,  without  notice  or 
hearing,  if  required  by  the  public  Interest. 

(c)  Applications.  Scheduled  international  air 
services  in  transit  across  the  United  States  may  not 

be  undertaken  by  foreign  civil  aircraft  unless  a  permit 
authorizing  such  services  has  been  granted  by  the  Board 
to  the  carrier  or  carriers  engaged  in  such  scheduled 
services.   Applications  shall  be  filed  with  the  Board, 
through  diplomatic  channels,  addressed  to  the  attention 
of  the  Director,  Bureau  of  Operating  Rights,  by  (1)  the 
carrier  or  carriers  holding  themselves  out  as  providing 
the  services,  and  (2)  any  carrier  from  whom  the  air- 
craft to  be  used  in  providing  those  services  are  leased, 
if  the  lease,  if  any,  together  with  any  related  arrange- 
ments, provides  for  the  lease  of  an  aircraft  with  crew.  1/ 


_!/  For  the  scope  of  the  terms  "lease,"  and  lease  "with  crew,' 
see  14  CFR  218.1  and  218.3(b)(1). 


565 


-  2 


Each  application  shall  identify  (1)  the  applicant, 
including  (A)  the  name  of  the  country  under  whose 
laws  the  applicant  is  organized  and  the  citizenship 
of  the  applicant,  (B)  the  percentage  interest  (showing 
whether  record  or  beneficial  or  both)  In  the  applicant 
held  by  any  government  and,  in  the  aggregate,  by  the 
nationals  of  the  hone  country  of  the  applicant  and  of 
each  country  whose  government  holds  any  interest  in 
the  applicant,  and  (C)  the  nationality  of  each  officer 
and  director  of  the  applicant;  (il)  the  country  or 
countries  in  which  the  aircraft  to  be  used  in  providing 
the  services  are  registered;  and  (ill)  a  full  descrip- 
tion of  the  operations  for  which  authority  is  desired. 
Indicating  tjrpe  of  operations  (mail,  passenger,  property), 
frequency  of  flights,  and  routing,  including  each 
terminal  and  Intermediate  point  to  be  served  by  the 
applicant  In  connection  with  the  service  for  which 
approval  is  sought.  Each  application  shall  also  be 
accompanied  by  such  documents  as  may  be  necessary  to 
establish  that  reciprocity  for  similar  operations  by 
United  States  registered  aircraft  exists  in  the 
country  of  registration  of  the  aircraft  and  in  the 
country  of  which  the  applicant  is  a  citizen.  Appli- 
cations shall  be  submitted  at  least  15  days  in  advance 
of  the  date  of  the  commencement  of  the  proposed  operation. 
Such  additional  Information  as  may  be  specifically 
requested  by  the  Board  shall  be  furnished. 

(d)  Notwithstanding  the  provisions  of  8375.45(a),  if 
within  30  days  after  the  effective  date  of  this  part 
a  carrier  fll^s  an  application  for  a  permit  to  continue 
to  perform  existing  transit  flights  which  have  been 
regularly  performed  by  such  carrier  prior  to 

,  such  carrier  may  continue  to  engage  in  such  transit 
flights  until  final  decision  by  the  Board  on  such  appli- 
cation: Provided,  that  any  such  application  shall,  in 
addition  to  the  requirements  of  8375.45(c),  contain  a 
statement  that  the  carrier  is  relying  upon  this  section 
for  continuance  of  preexisting  transit  flights,  and 
shall  fully  describe  such  flights,  including  the  date 
inaugurated,  and  the  frequency  and  continuity  of  performance. 
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CC:  L'eputy  G^iviral  fx-Toascl 

/.!Lt"..:li^'-l  13  a  fs;::,ov.-rDdii:-.i,   prt-'-Mr -tt  by  i'x.   Tonur/,   on  the 
rhovo   ••ub;<j.-r..     he  cotxcludca  thct  the  c;K'.i:c:tloni;  v'juld  1>g 
/liccr/^  foretr.u     "ir  ti-Ant-:iC'rtitto»A  by  Air  Eu^:5^o.      Thta  con- 
clotLca  r-.v;t&  t>a     Cho   folltnrinr  tnctu.il    cor.sl.-nv-r-tion.-T.:      (l,^ 
tha  ccrvlcos  r.ro  oo.-.ii;tv.-d  to  .-^tfcrjct  U,^.-^-u^'v>^  truilc;  ^ 
(C)    iudi  tv.-'ffic  i<-rill  5C'---<.'iint   fur  tlir^  ^vi:r^'\\a  l^ui^xr.  huJh  o'J  /.iv 
ivurjr*'^'"   Iju-if.^iv. ;  r.ad   (3)   thi  scrvicori  ^re  '^/idv.!./  iAv.U^;rt  l:'>d 
r.nd   Li^lcl   ia  t*-kO  Unit::'!  ;;t'^-CC:fi. 

ctifi:ltn;^.  th-t.  tha  phynlccl  cArrl-'.^c  '.ylli  j-i  »>oty'av?n  tvo  forctfju 
i,^>i■.\Zf>,     La-,   'foo^ioy  fiUo  ncco;;  tlv^it  tlu.i   literal   .->--.> 2  ic*L Km 
of  Van   rrt-tcte   1:?    la  kc;c;jin-  tjltli  cn-C:   l.^y  ect-b- i -Utr^^;  tW;ri: 
it  1';  tlw.  c'rii-ictcr  c^r  the  c<.\z\ii'co  u-hich  t:-  tictcn/ii'tntlvi^r^rri 
Lh'j-   til-..':   o;;a-.iot  li-   o^vaidcJ   by  roJiCiao^^   »:!^icU  h-^vo  no  v.-^'i-i 

LlKi   Utovc!    Pr:i.»ii.c.oCl.c"i  of   tb.'   -Jtc;i:«,(J:o  f  ort  tt  Leil  by   ;-.i:ooo'J<M>£'; /^^/). 
lioM  tlv^t  c   '..HI .'.In-; .--5   i.-?  rubjv..:t   V.v  t'to    Ipv  of  th-i   r,;nirj  u*   -tj 
o;:.c«nJ:i::l  P'tvC,   thi.'i';:.ri  not  -ill,   of   it   1-  Cs^rri^v.i  otj  vicbln 

Irt.^sof^r  .t'T  ar.fyrcc'-rvt    ia  co:tc/M.-ai.3 ,    th-   only  po-jcibl.'^ 
t-.b::t:icVj   to  ciJtri';t   c.nivt    j;:vi<-..-:;.cLJ.v>f!i   I'?   J:bv<    f-i-C    fit,it   .VJr 
r;urni.^:i  h-t.-:  r,o  oCflcc   in  L'u'r   IM'.     '.io-v.vor ,   '.'r.  T.:-o.-v-y    )  iivi.T 
£i  ;i".^i:ibe.r  iii   r,voii:-c'j   t;.>  ,':urr,o'.i'W    jurlriM.cJ:;  i.i  -j'  Air  •.i;r->i.if. 
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«.ac:ita   ir\  t.hi;;  ccturitr>'.     ^•r.   aVjCJ.rv;^  couclcJcs,   ;ir;rcscr,'cir,   that 
ia  4ir.y  tivcr.t  in  pG«cncri  Jtirtr-illctloa  o^/cr  Air  Eui-apc  ts  iv.Jt 
cat'OiitiQl  to  c£i'cctt\«o  oz«J.3rce>r-cat  .-jctloa  .ij.iinst  t?vi  Air  lluropa 
opasi-Zi.aix.     The  3ltci)r;i;t!:ivos  ho  fla-'o  era   (1)   xncttoa  tc-z^zinzt 
the  p^'i-iiiUs  to  eajci.n  tUi  3,1  let  of  CicU^r;.!,  rin  cr.«cri::l«l' pjtrc  of 

Jj)'n.c'r  or  .;'2j'zurG  Oi  Zr^car'a  sircrc-it  0:1  tha  theory  that  L,-;!(^.r 

ur.oeiT  rt  'Jct   lcrii«  .i-r-iU'f.UTxc  uirh  w-iothax:  co-rrl-.>r  without  n 
CPCtlc.-i  A02  pcrrstt  uiJcclf  ically  Author  I;;!:!-  the  \.vt   l.ji'.:,^; 
Oi>arcc.i.oa::.     lUln  coultl  l^i  iic conp  11 5 !K:d  whea  th^  circriilt  liaJi; 
ia  this  cocr.tiry  for  rcfixilins. 


Att3cli::5iat 


MEKOi'L'Vnir 


TO: 
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CIVIL  y^'JROLNAUTICS   BO.VRD 

November  21,  1974 


Associate   Ccncral   Counsel,    Litiijiaticu   and   Research 


FROM:  i\scibtf-nl:   Ciiief,    Liti:^aticn   and   Research 

SUBJECT:      Lepality   of   /dv   Cr.ropc/Lcl-.or  Lu>:er;.bour--Tirouaiia 
operations    under   Uiii'.teJ  States    law. 

Facts 


Air  Duro.ie   Intcrnatioaal,    S.A. ,    is   a  corporation   ori;anized 
under   the   la^.-s   cf  Lu:v -boiirc   to  car.a.-rc   in  transportation  by   air. 
It  vas   or;:.u-a:ad  on  .I:u-.u.ri.-y   3,    1973,   by   one  Eri^an  Pcscis,    a 
Los   An-elcs   cnl:r?r?r-nct':r  csJ   citizen  or   t:.e  U:;ited  States. 
Mr.   Pessis   ali.o   eontroLs   Air  ):.uro[.e. 

In  April   .197^,    Air  Turopv'    cjtr.ir-'.d   a-atbcjity    fron   the 
Luxer.>bo»:vn  ::in;.;i:ry   cL   Tv--:rort   and    ivcr;   th?   ::G>:ican   Departrcut 
of  Con:;;:i.aicatlii  3   ana  Tranr^rcrc   to  c-eiate   three  iSchedulcd 
fliChtc   per  .t:cc:-.   in  ere;!-,   direction  but\;-en  Tiojuana  and-  Luxer.bour; 
for   a   tv.'o  year  .;evIod  en^^-'.ir.:;  iray    13,    1976.      Doth    licenses    con- 
ter,>plato    the   v.r.e   of  ec-iiipixat   op-ratcd  under  a  lease,   v:et   or   dry, 
and   the  Luxe  mho  v.  c  l-'C-.-it    L=ov;;ids    the   use   oJ;   aircraft  oviied   by   a 
LuKCirbc'Tur}^  ccvi  er.  lien .    U     Air  Europe   is   al^-,o   forbidden   to   fly 
the  Lu.vCi.-.bourj;,   ilr.;  .  ..... 

Until  Jr.ni-.r.ry   ],    :-,;:>,    at   leoGt,    th^  Air  Europe    flights  vill 
be  opera'cd  b-  I.-kcr  .VL  iv-.-.vs ,    a  Driti^a   fla;'.   carrier,    ur.der   a  \.-et 
lease   aci^^^"'-^ii^  •      -  ^-"-^   aircraft  vLlu  a  345-seat   coiuiLuraticn 
^-111  be   used.    2/     Ih".  ^ircrcft  v.ill,    n:orcover,   be   routed   thrcu;^;h 
the   air:;pace   of    the  U;-itrU  Clares. 


1/      Both  perii'its"  proOT'-    \.[\s>:.,    hefor.?   .-.-pirat?:  on,    Air   Europe   nust 
prove    that   it  i.r.;-   ei>t:;rr<'.  i.'ro  rievjotiaticas    for  operaiion   of   iis 
cvm   aircraft  v;:."  l:i!    itr.    o"  •!    c^"t-.\;. 

2/     The  i<ritish   ri\ii   Av-l.:.t.-:...-   Authority   has   siven  Laker   the 
authorization    rL-qcired  by    dritiL-.h   la\v?. 
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Air  Europe  advcrtisin;;  in  Che  Los  Angeles  Times  indicalics 
Iliac  iCi;  "Head  Office"  is  aC  die  Luxcnibours  J.nCernaCional  Airport 
and  ChaC  iCs  "■■•■'''.'■  C  Cmr.l:  office"  (cr.ipliasis  added)  is  aC  Che 
Tiajuana  IntcrnaCionai  Airporc,  _3/   To  purchase  CickeCs,  readers 
of  Che  Los  Angeles  Tiir.es  arc  Cold  by  Che  adverCiscinenC  Co 
"conCact  your  cravcl  agent  or  our  general  sales  agents."  Tv;o 
general  sales  agents  (along --Jith  their  addresses  and  telephone 
numbers)  are  listed.   Tiicy  are  the  Flight  Marketing  Corporation 
in  Los  Angeles 'and  Eurcfliglits  in  V/hittier,  California.  U_/     Tlie 
ad  also  indicates  that  "other  general  sales  agents  [are]  Co  be 
■announced"  and  in  facC  Air  Europe  has  since  egtaolished  agents 
in  San  Diego  and  in  Anaheim.  •  • 

Tiajuana  is  a  scant  four  miles  from  the  Mexico-United  States 
border  v.iiicli,  in  turn,  is  just  13  miles  frori  dovmCovn  San  Diego 
and  120  miles  from  Los  Angeles.   Tlie  advertisement  stresi;es  this 
pro>:iinity,  pointing  out  that  Tiajuana  is  "at  tlie  border  nexL  to 
San  Dicg,o,"  and,  iiccording  to  information  in  tlid  file,  an  Air 
Europe  borchure  r.tates  that  "Tiajuana  is  a  15-minute  drive  from 
downtov/n  San  Diego,"  Moreover,  the  ad  not  only  advises  that  the 
"i.'est  Coa.'-.t"  office  of  Air  Europe  is  at  tlie  Tiajuana  airport  but 
actually  boasts  that  "you  can  save  hundreds  of  dollars  vuider  the 
fares  charged  by  any  oth  :r  airline  lo.-.virig  frc!-i  th.:  !.'est  Coar;t" 
(ciiiphasis  added).  _!3/ 

Ai)art  from  the  obvious  fact  th-jt  Tiajuana  and  its  ;;":;ican 
envircns  could  hardly  be  cr.nccted  to  generate  any  significant, 
volume  of  traffic  to  Lu::embourg,  ic  is  self-evident  thuu  the 
adve re i.oing  is  an  appeal  to  the  traveling  public  of  'the  l.'e.^t  Coast 
of  the  United  States.  6/   If,  however^  further  proof  v;cre  nece.«;.sary 


_3/  T'ne  de;;cription  of  Che  advertisinf;  contained  herein  is  based 

on  an  ad  apjK-.aring  in  the  June  13,  1974  edition  of  th.e  Loo  Angeles 

Tims.   It  is  my  understanding  that  Air  Europe  is  also  dis- 

tril)uting  brochures  tiiroughout  soutlicrn  California  an<i  that  it  . 

is  furtb.-:r  promoting  service  through  outdoor  billboards. 

£/   Flight  liarketing  Corporation  is  understood  to  be  licaded  by 

the  ron  of  Krman  Pessis. 

_5/   The  adveutisc:--,?nt  offers  .^junmer  fares  at  $299  one  v/ay,  $539 

round  trip,  as  \icll   as  excr.r.'^ion  fares  of  $-',69  for  a  trip  vi    14-43 

days.   Tncre  i.-;  al.so  a  7-45  day  excursion  fare  of  v-i39.  -Off  season 

rates  are  even  lower. 

6/  Just  as  Tiajuana  is  not  going  to  be  a  significant  generator 

of  passengers  to  Luxembourg,  so,  too,  the  good  people  of  Luxembourg 

are  not  going  to  be  talcing  advantar.e  of  Air  Europe's  services  for 

a  transatlantic  adventure  limited  to  Tiajuana.   The  attraction 

to  theui  would  be  a  cut-rate  trip  to  the  Western  United  States. 
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it    is    prcr.cnC    in   .ibundaucc.       In   Lhc    first:    place,    tlic    Ijuroau    of 
EnforccincnL    ha-i   advised    that:    the   ;'--:;ican   auLhorJLics   will    not: 
permit;    public    soli  ciLat:ion    for    Lha    fli'd-.Lo    in   l!c:;  Leo.    V 
Furthermore,    Mr.    Pcssis    hit„r.elf   luis    coafLriuod    llr.-t    the    objccL-ive 
of    the    conniany    is    to    tap    the   l.'estcrn   United    States    -   Luropc 
market.      Tlie    folIo\;in:;   quotations    arc    attributed    to   h.im   in   a 
Gtory   in    the    San   Uiego   Union;    ■  '"V.'e    consider    fnc   ncv:    line    an 
ideal    service    route    to   Europe    frrn   t'^:   V ■:--.'>-    Cn-'-.A:    (emph.asis 
added);    "V.'e    feci    the    San   DJo-^'   .rea   ■■ill    '.■    a    r -jroni'   i?:'vkel: 
because    of    the    excellent    tran.' poi  tac  ion    laeilieles    bcL.-.,een 
San   Die^o   and   Ti.ijuana"    (er-.phar.  j  s    adueu).       Iii(;e.:_^d  .    a.stnry 
in   the   July    15,    1974,    cdiLion   of    \:\\<c.    hos   Anc-.cles    ii.;-,es, 
approprri.itcly    caplicned    "Tia  juaiia    to    Lu::  ■-.'.hoerc :      Th.e   Loopl\ole 
Route,"    attributes    to  Air   F.urope's    secreuary- ti.:  a.n:i:iir    a    statc- 
rr.ent    tint    the    ,",oal    is    to    bcco.v.e    tiie   IJest's    i.qi' i  ya.iv.nt    of 
Icelandic   Airliries   \;hich    operates    Iron  V. .,- ^    ■'oi-k    and   Ciiicai^o    to 
Luxembour;^   under   a    forei[;n   air    carrier    p_i!-.;it.     .    . 

What    is    involved    as    a   matter    of    pra.ctical    reality    is    thus 
a  holdinr    out    i.n    t'ne    Uiiitcd    S>;atcs    of    tr  :.n;.per  tation    frcn   tiie 
United    States    to   hurope    and    the    sale    oi    sr.ch    tra.asportation 
in   tl^.c   United    States.      Mort;    succinctly,    tais   -i/ould    be   a   U.S.- 
Europe   operation.  ^' 

Apnl  icable    !,.■.■ 

The   Air   Europe    oi.:-ra.t  icriS   \.-eu.ld    fa.ll     liLeially   v.-ithin   the 
statutory    definition   of    foreie,a    aLr    trara-port^f  i  on .      'iiiey   \;ould 
involve    tlie    carri:;;,c    of    nej-soris    '' l.w   co::.    .:'-ce    '.\- '.•..eon  '■'  ■•'■    ■■'   a 
place    in    the    Usiited   States    and   any    place    oat;,  id...    t'nereof    '•'•    "    """ 
(Section    101(21)  (c)).       Tuttin-   to    one    s-ide    the    fact    tb.ac    tlie 
operations   \.T,uld    involve    ili^;i'.t    th^;ou.:;,h    'J.S.    a.irsp;:ce,    it    is 
immaterial    th-i.t    the    physical    o:;_'va.  t  io;\  './euld    \: :    hat;. eon    tro 
forei/^n   points.      The   Ace    specifies    taiat    L'e.:    carria;^;e    of    persons 
"in   coi.ir.Kircc!    l)etveen''a    point    in    this    cc/atary    anJ    a    inrej[^;n 
point    is    foreign   a.ir    traM:"-;u  rtat  i  >".a    I'C;',  ■  "d  leas    of   "\;hether    sucli 
commerce   moves   i.-holly   aircraft    or    part'y    h_,-    aLraraft    and    partly 
by    otlier    fonr.s    o\.    traaapori:atioa"    (Section    101(21")).       Liteially, 
therefore,    the   Air   Europe    operations   would    cora-a:  i  tutc    "foreign 


y      Orip.inally,    tlie    staii^'s    uwCv- :  .:v  :\\\0i'  \-/:    ''.u^^^    ;i.:.ai    Lii.it    even 
sale    of   a    tiel.;et    to   a   il-xieau   in   ;;.':;J.eo   v;s    pro'a  i.aitcd .      This 
has    turned    out    to    be    erroneous.       It    is    ijubiic    soiicit.i tion    in 
Mexico    tliat    is    forbidden. 
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air  transporLaLion"  wichoLiL  a  foreign  air  carrier  permit  in 
violation  of  Section  402  o£  the  Federal  Aviation  Act. 

This  literal  application  of  the  Act  accords  uith.  general 
principles  of  law.   "[T]ho  dustination  intended  by  t!\c  passenger 
*  *  "•'•■  and  known  to  the  carrier  ."■'■  "■'-■  "  determines  the  character 
of  the  coraiierce."   Sprout  v.  Sout'ii  B'-nd,  277  U.S.  163,  163 
(1928).   Air  Europe  obviously  knc.s  that  n;ost,  if  not  all,  of 
its  passciigers  will  originate  and/or  terminate  tlicir  Air 
Europe  trips  in  the  United  States.   Indeed,  it  docs  hot  merely 
know  this,  its  \-hc'1o  JMiG-iness  lias  boon  conceivjd  and  h-.iilt  on 
tliis  very  assui'-ni  inn . 

Nor  is  it  material  as  a  matter  of  general  legal  principle 
that  not  every  elen^ant  of  a  business  is  conducted  within  the 
territorial  limits  of  the  jurisdiction  v.'nosc  Law  applies  to 
that  business.   If  "an  essential  part  of  it  is  done  tho)-e", 
the  law  applies.   llornin",  v,  Disi-rict  o^    Columbia,  254  U.S. 
135,  137  (1920). 

The  Horn  ing  case  is  particularly  instructive  because  of 
its  factual  resenil^lance  to  the  problem  at  hand.   If  involved 
a  criminal  p);osccution  for  violation  of  a  District  of  CoIu:;ibia 
statute  requiring  a  license  uo  do  business  as  a  p,i'.'nl)roker  in 
the  District.   Ihe  petitioner  had  been  doing  bu.;incss  .is  a 
pa\.'nbrokor  in  tlie  District  prior  to  enact;:, ent  of  the  licensing 
statute.   Antici[K-tting  its  passage,  he  moved  his  offic;es  to  a 
site  at  the  Virginia  end  of  one  of  tlie'  bridges  across  the 
Potomac  and  all  of  the  business  transactions  \.'erc  conducted 
tliere.   The  loans  \;ere  m.ade  and  the'  pledged  property  was 
-delivered  there.   Loans  were  repaid  t'p.ere  and  certificates  of 
rcdcmi)tion  \.'ere  issued  there.   The  pledges  were  actuaj  iy  stored 
in  the  District,  however,  and  it  \-as  in  tiic  District  thnt  the 
pledgor,  arired  \;ith  the  certificate  of  reder.ipt  i  on ,  reclaimed 
his  property.   In  upliolding  ilorning's  conviction  under  the 
D.C.  statute,  the  Court,  spealcing  througi;  Mr.  justice  liolraes, 
had  this  to  say  (254  U.S.  at  137,  em.phasis  added): 
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"As    Lo  \vhc.t.lier    the    conduct:    dcLiCulbcd   did 
contravonc    the    law,    it    is    ur'^ad    tliat    a   plcdjjce 
has    a   ri;'ht    Lo   keep    th.c    pledged    property   v:herc 
he    likes    and    as   he    liltcs    provided   lie    returns    it 
in   proper    condition  '■.iie'a    redeemed.       Eut    that 
hardly   helps    the   deiiend.arit.      To   kccn    Cor    return, 
whatever 'latitude    tr.cre   ;:;ay   be    v.r    to    place    and 
mode,    iiLJ[^^lL-9JL  ^-l''^_i'i:r"'L_£l.L_lJllL:ll.^.:ri:-    ^^'^■^^    ^^ 
tlie    c as c_ nl._r; £^.2 .  ! f \_ Ll-'l^SLl ■    ^'    buL-.i  r ^j;  Q__e  i__ ..li^j^lliLl 

nn!^i_u;'^h£_Jj2.'^u_'      '^''-   '•■■"-'    i-''^"'^''    ^"'^'    ;^tatutc    its 
prohibition    is   not    couiiu'.'d    to    ca:es   \;k.ere    the 
whole    business    is    done    in   V.'asi.i  In'-.ton.      ]J_^iil 
essentia  J    ea^t  J]L^l'^JiJLJ:::}:bLJd-'\P-  ^^^^    ^ 
Washin:;ton   oilJcc    is    used    as    a    ce  llect  i.v_;    center, 
it    (]oo:-  _!i -li:_r''i'>'  ■■ ''__ '■' ! 'JLt _'^-:.ll'-1_ '.C_  ■■■'ken    to    coii'pleLe 

every    ler/ij.    t  ;.'^i:  :■-•■:-'. -.a   ■■■■    ''k  :    .  -^■::t rid'/    oi:    tk  :. 

Poto"".c  .      y>_i:_\iJlL'.L_ _"■•.". 2: .l.\_'^L_ _ .3l--_'_' ''■=    ini-Qi-ided 

il5:[l  JlBjlijiji:  liJ^^i ::  J  J.':iii  k  J-lLi_' L  _£^-^^.;^. .  -  ^ 
dorjvc^d    )'j-e:-i    ael\'    'k-^r.-^    ;:k :^i^l_;-,:i':i_:kk^. .V; '_. kkiil- 
V/e    are    oi    opinj.on,    tk.it    ULi.-'n    rk.:    ua-' i, •;,/,;  ted_ 
evidence    tlie    dcfeiKk'.nt   v;.-.s    [guilty    ot    a   breach 
of   the    la-.j    ■-■   "    -." 

Applyip-::,    this    to  Air   k.ure.p-'r.    ijusiai  ^,-.s  ,    a   very    rt;s[~''.c tr.ljle 
case    can   be   p.ade    ior    ciie    prcposi  t  j.iai    Lli't    it   would    be. subject    to 
the   Federal   Aviauioa  Act    as    "ioro  ,  :;n   ai  r    l  ranspor  tatio'n.  "      k'lii.le 
the    physical    carrja^;c    is    i;ei'.;een    poir.cs    outside    the   Uniti'd    States, 
the   holding    out    and    r'ae    sale    of    tk.e    service    take    place    ia    the 
United    States.      Tlicse    are,    o'l    cou.rse,    ■.v.at    Justice    dolr.es    called 
"an   essential    part"or    th^>    !ja,;iaes-       (25-'    k.S.    at    137),    ^J      Only 
physical    take-ori    i-rA    lardiu-    in    the    kuited    States    is    lac;:in;;, 
but    the    berieiJts    to   Air    kui:ope    --    ai-.d,    I:.y    its    thesis,    to   U.S. 
travelers    as   well    -••   are    ti.e    sar.-e    as    ii    ks.osc    clcner.us    oi    tke 
business    also    took,   place   h.ere.      Tlius,    to    parapk.ras;'    k'r.    Juf.tice 
Ilolr.ies,    one    "cannot    suppose    that    it   \:^s    Lik;ended    [  l-'y    tk.e    Federal 
Aviation   Act]     to    allov   [Air    ^ka.rop:;     beaakLto    so    sii'U  L'.r    to    those 
coming   from   l)us.ip.ess    done   x/lioUy   •..  Lt'a.'n    I  i-.e    "    ••    •■'    [United    Srates] 
to   be    derived    from   acts    done    there    and   yet    r-,o    free"    of    th^e    requirc- 


8/    "Tlie    solicitiny,    of    pas;.e:-;.:',ers    or." 
ticlu'ts    and    ord-.^rs    for    [ns.saiv::    k';^L\.c: 
Europe    conr.titute    a  x.-el  l-re.?o-ni:-.ed    i 
Pi    Saa\to   v.     kermi-y  Ivanja. ,    237    U.G.    3-' 


aJ.e  of  steamship 

Un  i  ted    States    and 
■f    foueifja    coirunercc, 
(1927). 
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menLG  of  the  Federal  Avlnuion  AcL.   If,  c-r.    in  Ll'-l-l!! !.!? "  >  '"'  criminal 
staLiitic  could  reach  a  business  conducted  partly  !Kyer;d  th.e 
territorial  jurisdiction  of  the  lavnnaker,  a  f  o  r  f  i  "1-5  ,  n  reir.cdial 
statute  can  and  should. 

This  conclusion  is  consistent  vith  judicially  a," [/roved 
I.C.C.  precedent.   In  household  f.-yds  r.. ;- ;•  i  er:; '  r;-;-L:-i':  v. 
United  SLatos,  288  F.  Supp.  641  (..i.i).  Calif.,  IV'^.J,  a:'^'d  por 
curl  PI:'.,  393  U.S.  265,  one  of  the  contentions  \.'a--;  tli.::-  t.i-..' 
Conuuission  had  no  frci[;ht  f or-w-ard..;r  jur isdict ir-'y  o';e,;  orv,'ratioab 
involvinj;  shipivcnt  to_  points  outside  t'ne  U.S.  \A\i  :-v.    i;.;.?  c':  t'.ie 
line_-haul  movcip.ent  of  the  consol  i.dated  lot  tool;  pl.-.c::  '  n  t'.iis 
country.  _J)  /      The  Court  found  "no  suppov't  for  pi  •  ii-,:;i ''  s '  poni'-ioii 
cither  in  the  statute  or  case  la.:"  (28u  F.  Su.-.p,  r.i:    G '. '  )  .   l!:e 
Court  descrii)ed  the  Connnission  precedents  as  folio. .'j  'iii.  , 
emphasis  added)  : 

"The  Commission  has  con- i  ricc.nt ly  h  .■  1 'I 
that  the  d.fi.nitiog  of  ■■  fr.'i ';  ;.2-_!:Sli:_  ' ' "  V_11 

does not  l''^"'.  iv'' th:'_L ^'11  '  ;■. :;  c.  .,■•.'■  r'  i 

op'T;:tion'-  in:  no  r '".'';:  '■.:  -.•jthiu  :'C  I'l'  ■..  i 

states  .     'mm;    [■■■cr  :    ■■    L:i       .j:l\;;::    ■■^_^:-;_    ■       •:.- 

t_i_oilj i_;i_  tj'.;^ I  [^ .'  r  .'•  -'    r.r^.ic  ;s    ^   ,    ^  v      :•     .        ■    ' 

not    n::o\  "n  t    tl'O  '':■■'■'  i  ^\-    ■•"^.i"  .  ■:  :  .■■'    ■■■'..    '.   ',..■• 

proper]  v    e  i  g^-,.  f  i  <  ■.-■A ^i_s '_'• 'j : i -_ _ ' yyy  '.""■    ■  •■  - 

In    fact,    the    Ccr.-aiss  ion   h.:s    ly-v'.nteu    p..;r!  .its 
for   the    conduct    of    f ory-ardin-"',    o'  cratit'tv; 
"      betv;eea    tb.e    United    States    and    fr.;:oi-n    cour.;- vi -^ 
[such   permits    be  in;,    li.Mit;'ii    to    c'r.c    c:\:.'^. 
of    tlie    operations    Kithin    the    United    S..:  ■  :.y-l 
wliero    each   one    of    tlie    lour    ncc  :::s;'-ry    CT'.jer' 
of    frei<^ht    f  c;ru.;j:d  lay;   as    c-fm-d    in    s.  c^  icn   -    ■  '  ■>) 
has    occurred    outside    t'ae   United   StatcL-." 

The    import    of    this    in    terny-r  of    the   Air   Fiir-y  .^    rr,      -  •  :.i   i.i 
clear.       It    coiif  inn;-,    the    cone  lu.s-io.i    rea.c;-  di    on    rh      (.'■;■       .-''    the 
llorniiyi';    case.       If   an   essential   elei'-.ent    o  L'    a   re;y  i  :  ..'i.  ■'.'    '■    .-.l;-'.  s.. 


9  /      The    only   r;-,ove;i:ent    t- 
port    for    assembly. 


Ai'j,   place    i Ti    Li 
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is  conducted  wiLliin  the  UuiUcd  SLates,  the  Ivusincss  is  subject 
to  the  re[;u].atory  statute  notwithstanding  tliat  other  eleraents 
arc  conducted  outside  the  territorial  jurisdiction  of  the 
United  States.   In  other  words,  the  fact  that  only  son-,e  of 
the  elements  of  the  business  are  conducted  here  "docs  not 
prevent  the  entire  operation  from  being  properly  classified 
as"  foreign  air  transportation"  (2bo  F.  Supp.  at  644). 


There  is  another  way  of  looking  at  the  , 
tion  and  it  leads  to  the  sar,:c  conclusion.  I 
line  of  cases  involving  the  so-called  "subte 
Service  'I'.-.-ns'.'cr  Co,  v.  Vir'-in^'a,  339  U.S.  1 
V.  rri"l)lJ(:  s""vir~  i:c:-iissl»-n",  30o  U.S.  2  6a  ( 
Co .  v .  UiliLil^l.  Jl'.\i'>_'_:i , '  2  1  o  1" ."  Supp.  133  ( E  .  D . 
per  curi.'.i,  3/7  U.S.  217.  l'"f'son  'J'l-anrnor t.i 
S_t.a_t<:'V,  2T9  F.  Supp.  43  (U.C.  V..J.,  1^^.''3),  a 
37"5  U.S.  452;  Scrv;  cc  Tniciiin-  Co.  v.  I'm'  t'-d 
Supp.  519  ( D .  C; .  ;•;■-! .  ,  1965),  ■J_  i_^l_  n  vm:  euri.—i 

Leonard  i:::Mr.-:-::  , T^c.  v.  Uaitod  Stares,  2  9:) 

Pa.,  1969;.  l;ith  the  exception  of  Ei  cho]  z  t 
reference  vjill  be  nade  in  a  moment,  these  ca 
state  motor  carriers  operating  over  routes  c 
Interstate  Coi-jnirce  Co.rr.iissicn.  lliC  traffic 
points  in  the  sa.iv.e  state  via  hi;;h'.;ays  ours  id 
issue  in  eacli  case  \.'as  v/netiier  t'ne  intcrstat 
merely  a  subterfv;ge  designed  to  provide  intr 
v.'ithout  cc;;ipliance  witii  state  regulatory  la- 
depended  upon  v.-liether  there  v.-as  sor.ie  bona  fi 
reason  for  the  extra-state  move;i;ent  (\;hich  u 
a  considerable  degree  of  circuity),  as  oppos 
crossing  of  state  lines  [\.'hich]  ai.iouLited  to 
calcul.aXed  n.etliod  ■'■'  "  ''•'  to  avoid  the  unfavor 
v.-  i:  •-'.-  of  "  •'•'  "••  coming  v;ithin  the  rightful  ju 
the  state  regulatory  co..-:.ussion.   I,^-op,.;rd  :"■: 


i\ir  Europe  opera- 
t  is  based  an  a 
rfug,«  prip.ci  pic.  " 
71  (1959)  ;  Ficholil 
1939)  ;  -l.'ucs  Mo-or 

Pa.  ,  l'963)  ,  ai:i'd 
tion  Co,  V.  United 
llJii  r!l£  cn.-T.'-.i, 

S  t  a  t  ■■ :-  ,  2  39  1". 

,  3l;2"u'.s.  ■556; 

r.  Supp.  556  (V'.D. 
o  v.liich  further 
ses  involved  inter- 
crtificated  by  the 

v.Vas  carried  bet'.;een 
e  the  state.   The 
c  routi  ng  \;as 
astate  service 
s.   The  ansivor 
de  operationa.l 
.'-.ually  involved 
ed  to  a  "perfunctory 
'a  delibei-ate, 
able  consei;uence 
risdict ion ' "  of 
!-.!-'• -s  V.  U.S.  , 


supra,  293  P.  Supp.  at  560.  Jjj/   The  rule  to  be  gleaned  from 


_10/   I^  John  I  a  V.  I'ld^lic  S.:r'.-ic-  ( 
order  of  a  state  cor.raission  j:c-v. 
state  licens.c?  (issued  before  thi 
The  Coiruiiission' s  ru].os  prohibited 
carry  intrastate  traffic  (fcir  \.-hii. 
license  \;as  required  by  la\\')  .   The 
violated  this  rule  by  carrying  frc 
City,  Ilu,  through  his  terminal  in 


o:  ■■;''i. ss  ion  ,  sua'  a  ,  involved  an 
kin,",  a  i.iotor  carrier's  inta:,-- 

Motor  Carrier  Act  v.-as  enacted) 
d  the  use  of  sucii  a  License  to 
icli  a  separate  intrastate 

re;;pond"nc  v;as  found  to  have 


i;t  from  St.  Loui.' 
nsas  City,  i;ansa; 


to  k; 
and 


(Footnote  continued) 
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the  cacoG  sccinr,  to  be  Lhat;  suljtcrfu^c  v;ill  noL  be  inferred  where 
the  CMtA'-raai  routing  servos  a  practical  operational  purpose, 
but  that  a  finding  of  subterfup^e  is  warranted  "v.-hcre  ••  ••  "■•  no 
logical  basis  for  circuJ.ty,  except  that  of  subterinye,  has  been 
shov/n."   Service  Trucl-.inr  Co.  v.  U.S.  ,  supra,  239  F.  Supp.  at 
522.  ,  : 

There  arc  obvious  factual  distinctions  betv.-cen  these  cases 
and  the  one  presented  by  the  Air  Europe  operation  but  they  do 
not,  in  my  jud,'::i;cnt ,  undercut  the  relevance  or  the  cases  to  the 
Air  Europe  [)rn!)]cin,   Th.e  point  is  that  ;^coj;ra;fliica  1,  routi  ngs 
will  bo  disre,' '.rded  v:hcre  th.eir  purpose  is  to  avoid  rer;ulation 
v/hioh  would  othci-.-.-ise  be  appli/cable  by  reason  of  the  origin  and 
destination  of  the  traffic.   In  other  v:ords,  the  "loophole 
route"  will  be  closed,  j  l/ 


Footnote  cone  invied-- 


versa.   The  Supi'cinc  Court  upheld  the  revocatio;\  order,  saying 
.'(306  U.S.  at  274)  : 

"If  ap[)ollai!t  '  s  liaulin;.;  of  tb.e  Tr.erchr.ndise  .  in 
question  across  the  state  line  v.-as  not  in  ;',ood 
faith  but  \.'as  a  mere  subterf u;^-,e  to  evade  the  State's 
requirer.aat  ar,  to  intrastate  co;-::.u:rc''; ,  ti-.ere  is  no 
grouaid  for  s'.yir);^  ti'.at  tlie  prc'aibiticn  of  tlie  u.^e 
of  the  inter-":tate  pernit  to  cover  such  transactions, 
and  the  application  of  the  Cu.-.^:-,ission's  ruje  pro- 
hibiting tlicm  in  the  absence  of  an  intrastate 
certificate,  \/as  an  unvrarrnntable  intrusion  into 
the  federal  field  or  the  subjection  of  interstate 
cor.T.'.L'.rce  to  any  unlawful  restraint." 
1_1/   ViewiriT:  tl;e  Air  Ihirope  operation  i.-.ost  charitablv,  it  is 
perfectly  clear  tiiat  its  principals  feel  that  thoy  Iiave  found 
a  loopiiole  a".;l  that  the  operation  can  thus  be  conducted  without 
violatia.-,  ScctLon  402.   In  tr.is  conr.-ction,  tiie  folJovin,-,  by 
Mr.  Justice  Uolr.-.es  in  tlic  llorninf;  case  is  apposite  (254  U.S.  at 
137): 

"Tliere  is  no  question  that  the  defendaait  inten-  . 
tionally  r.'aini:ainea  his  storeiiousc  and  r,iani;\od  his 
business  in  the  u^ay  described.   It  rr.ay  l)e  assumed 
that  he  intended  not  to  break  the  law  but  only  to 


(Footnote  continued) 
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Oil  the  basis  of  Lhc  fore^oinfi  analysis,  it  is  my  opinion 
that  the  Air  Europe  operation  v;ouLd  constitute  "foreign  air. 
transportation."   Lacking  a  foreign  air  carrier  permit,  the 
carrier  would  thus  be  in  violation  of  Section  402.  1  2/ 


Avai 1  able 


1  foirccnent 


T.^ed  j  C3 


As  explained  in  the  attached  C.A.B.  position  paper,  the 
quicl;cst  and  most  desirable  v;ay  of  copin-j  witi^  the  Air  Ihjrope 
problem  v.'ould  liavc  been  for  the  F.A.A.  to  deny  transit  ri;;hts 
under  Section  373.43  of  the  Specia.l  R(^:,ulations ,   Tiiis  n^iy 
yet  be  available  to  the  Board  if  the  ai.iondirent  of  Section 
373.45  proposed  by  Sl'iJi\-39  is  not  only  adopted,  but  adopted 
before  Air  Europe  starts  its  actual  flight  operations. 

An  injunction  action  under  Section  1007  for 'viola t ion  of 
Section  402  is  another  possibility.   The  only  problem  in  chis 
respect  is  to  C)btain  service  of  process  on  Air  Europe  but  this 
docs  not  appear  to  be  insuperable  by  any  means.* 


Footnote  coati.nued- 


f,et  as  ncai-  to  tl\e  lii-ie  as  he  could,  v;Iiich  h  .^ 
had  a  rif.lit  to  do,  buc  if  t'ae  cop.duct  describi 
crossed  t.ie  line,  the  fact  that  he  desired. to 
keep  v.'ithin  it  \;ill  not  hej.p  him.  It  means  - 
only  that  he  misconceived  the  law." 


See  also  Voy  \::rr   J  nQO  v. 

c_ert-..  aepi.a-.i,  L'.S. 

petitioner    believed    that 
liad    no    intention   of   viol 
that    question." 
!_?_/      A   <^-.ood    case    can   be 
Europe    opcrati.ons   would 
of    the   Act   wiiic'n   prohibi 
in   tlie    United    States    cxc 
This   violation   i.'ould    res 
\oould    be    un,uithori;-.ed    lo 
additional    fact,    previou 
rlirouv,i\    the    air    .spa.co    of 
ment    of    S'^ctJon    301    is    c 
tlieory   lia.s    .ilready    licen 
occasion    to   repeat    it   he 


C  .  A  .  1'; .  ,  439  l-.2d  792,  SOI  (C.A. 
(May  13,  1974):   "The  fact  Lh 

it  v.'as  en,';a::;cd  in  private  carri 
at  in:;  the  law  is  not  detcnninati 


1973) 


made 

for  the  proposition 

that  ube  Air 

also 

involve  a  violation 

of  Section  501 

.  t  s  1 1 

-.0  navif^ation 

of  iov': 

:i(jn  aircrait 

:ei)t  as  provided  in  Seccj.on  llOJU'). 

;ult  1 

[ro:n  the  fact 

that  the  operations 

ire  i.'^t 

1  air  trans poi 

■tation 

eouplod  ■..'iLh  tiie 

isly  noted,  tliat  tl 

ley  won  1 

tl  Involve  fliv.ht 

■  the 

United  States 

, .   Sine 

:e  the  onlorcc- 

intru: 

;ted  to  the  V . 

A.  A.  .ir 

id  since  the 

fully  analy-:ed  els: 

;e\;herc  , 

til. 're  is  no 

;re. 

Instead,  the 

reader 

is  referred  to 
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Uadcr   Rule   ''i(ci)(3)    oi    uhc    Federal   Rules    oC    Civil    Procedure, 
service    cm   a    forei;jn   corijoratioa  r.;ay   be   made    "by   delivery   of    a 
copy   nf    the    Pur.:r,uaG    and    coniplainu    to   aa   officer,    [or]     a  ir.anaging 
or   i^encral    a^eut    "•'•    ■'•    "-■•■."    11/      lir.    Pessis    is    the    president    of 
Air   Euro[v:!    and   lie    I'csides    in   the    Los   Aa'.'.eles    area   which    is 
v;ithin    the     juri:;diction   of    the  U.S.    District    Court    for    the 
Middle    Disf;-ict    of    CaiJ  foi'aia,    .Thus,    service    on  him   of    a 
Section    10v)7    cono'laint    aeainst   Air    Lurope    filed    in   that    court 
v;ould   be    si'fliciunt    to   acquire    personal    jurisdiction   over    the 
carrier.      The  '  saiiv?   v/ould    be    true    if    service   v;er(4  made,  in 
California   on    t'ne    otb.er  Air  Europe    officers. 

Moreover,    t!ic   authorities    collected   by   Professor   Monre 
(op.   £'_L.  ,    para.    ''i.?.2)    provide    sti'oa;^    support    for    t'ne   vic\;   that 
service    on   one    of    t'ne    general    sales    ar,ents   '..-ould    cons.titutc 
service    0.1   a    ":,:.". n a;; in;;    or   jjcneral    a;>'.nt"   \.-i.thia   Uuic   4(dj(3) 
suf f i.ciea'.:    to   j;ive    tl-ie    di.cLrLct    court    personal    jurisdiction   over 
Air  Ivurope.      I'iirilly,    there    is    no   doubt    as    to    tlie    amenability 
of    the    a,;ents    th.-.n-- elves    to    the    court's    ir.   norsoiv-i   jurisdiction. 
Without    researching   the   question    in   depth,    it    seems    self-evident 


Footnote    ccpt.xuuedi-- 

the  follov/inc  d.-.'cuv'.ents  ar.tacheu  to  tliis  ii-::i:;orandu;Ti: 

1.  Undated  "CAu  Position  Paper"  re  the  Air  Europe 
Oi)eratio;;,  '   '• 

2.  r;otatLop  ''-it-cA,  daced  October 'ZA,  -1974 ,  subject: 
"Amend;,;- at  of  Section  375.45  of  t'ne  board's  Special 
Regulations  relatin,<;;  to  transit  fli-!its  —  scheduled 

^  intenr'tional  air  services." 

3.  SPl)R-39,  dated  :;ov^:'.iber  1,  1974. 

_1?/      Thi'-.  ,    of    course,    assu;.-.es    sufficient:    "jU-esence"    of    the 
nonresLcJeM;    cornor.U:ion  \:i.thin    the    territorial    liLu'.ts    of    t'ne 
f(jru;:i   to   ;-■(:■-    dv;.;.    process    rc(;uire.,-.ep.ts    for  _^   perscn-'a   jui-is- 
dietion.      iiiis,    in    tarn,    means    si:;:ply    th.at    t'p.e    corporation 
must    luive    "certain   v.iia  Li;r;;;.   contacts    \;ith    it    [t'ne    territory    of 
the    1  orv.i'i]     til  it    tlie   ira  •  n.:e.),a.rLce    of    the    suit   does    not    offend 
'tra<Iit  ioaal    noeions    of    fair   play   and    sul^stantial    justice.;" 

Jii^JvlJJS'-' y  :L.''':'i:::J}:i-  v.   i-.f:.i:^./:!LJ:Laelujii:.^l,   326  U.S.   310, 

3H'      C-''-^-')-      ''^'e   Court    .'dded    (jj\.    at  319):       "[T|o    tiie    e:<tcnt 
thit    a   corpurptior.   e::ercises    the    privilep,e    of   coniluc tinr, 
aetivitve,,   v'i.Llmn    a    state:    it    ei\joy;;    the    iieiiefics    and    protuction 
of    tb.e    1....S    01.    that    sta.to.      T'ne    e:;.jrcisc    of    tiiat    privile-e   may 
Cive    rise,    to    obli^^ations ;    and,    so    far    p.y.    ti'.or.e    c^b  L  i;;at  icjus    an'.:;. 


(r>.otno: 


n;ed) 
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that    a    Section    1007    procccidinr;  v.'ould    lie    l;o   enjoin    Ihor.o    activities 
conducted  l*y-tlicm--.sa  ies    of    tickctL,--   i.'lu'.ch   are    an   integral   part 
of   an  unlav.'iul   air    transportation  operation. 

The   Air   Europe    plans    call    for    a   rcfuel.inj    stop    in    Bangor, 
Maine,    on   eastbound    1  ii;.'lit3    aiul    this    op-:ii;;    up    anotlier   enforce- 
ment   avenue.      Section   901    provides    I'or   c;ivil    penalties    for 
each   violation   of   Title    IV   of    the  Act    r.wi^    for   aircraCt    liens    to 
secure    such    [penalties.      Section   903,    as    i.'.'.,ilei.:entc;d   by   Si^ction 
302.808    of    the    regulations,    cuthori::es    .se  i.::ur;.'*  of    the.  arrcraft    to 
enforce    thr    lien.      Such    seizure   ;;ou],d    be    available   '..her.ever    the 
aircraft    might    be   v.'ithin    the    t-erritorial    juirisdict  icin   of    the 
United   States.      The    stop   at    Bangor  v/ould    afforil    an   obvious 
opportunity'    for    seizure. 

To   be    sure,    the    lien   attnch.es    if    tliC    aircraft    is    iiwolved 
in   a   violation   co;i!:.iitted    "li':    tir-    '■    -."^r    r  •  joj-j_o:-i    in    c-:  /-■  ^".l    of 
the    aircraft    ■••■    ••    "'•■"    (er.ipliasis    aiided).       fa    our    ca;-.e,    Laher  \;ili 
be    the    owner   of    the    aircraft    and    J.aker   ti.ipioyecs   x/ould    be    in 
coirjnand.       It    is    unnecessary,    liovevor,    V-o   t':e teri'i.ne   '..'he.ther   Air 
Europe's   violation   of    Section   i';02    ould    i^e    ii.-.puteJ    to   I,al;er    since, 
as   v;ill    nov;   be    seen,    Laker    itself   \;ouid    1m'.    in   violation   of 
Section  A  02  . 

If,    as   has    been   concluded,    t'r.n   Air  iiiurope    cj"icrr;tion  A.-ill 
constitute    foreign   a.ir    tram  portal  j  on ,    il;    f  ol  I-t.  t,    t!:.;L    I,;\!;er 
\;ould    refiuire    a    foreign   air   carrier    [lerr-j  t    in   addition    to    t'ne 
one    it    already   holds    in   orck.ir    to    ;):;evidie    tlie    ph./sical    carriage 
under    Llie   \'ot    lease    agreei.ient.      Tiie    jioaird    lias    for   li'.any   years 
uniformly    interpreted    Section   A02    as   rocairing,    tl-.a    less-or    to 
obtain   a    foreign   air    carrier    pcrnit    for    tiie    O'-^^ra t ions    to    be 

conduct*r;d    inider    a   v.'et    leas':'.       Sec,    ■".'■•,,    .'>  ir   .1; 'ice    l.i   ifi'-'d, 

Foreign    I'ernLt,    4/^    C.A.i:.    Ib9,    lo?-ib.'i^    (  !  v'eo  )  ;'  \' i  .^-j    'a- n,j  •- ,•  •,_^ 
Car^,  'orders'  i;-2697^     Clay   27,    196;-.)    .^ivAi:-2oV'/!>"(^u\^"2b7l':o6). 
A.liLLi':lL'-iLA''I'jlLi:j:Ul_-llL-'_iii-.;.-    Orcler   6y-''"3    (I'ebruary    ^f  ,    19u9). 
As    the    board    notea    in   the    hotter   case,    tliis    is    so  even   thour.h    the 
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lessor  niicht  hold  independent;  authority  to  perfortn  the  operations 
in  its  ov.-n  behalf.   A  fort  i  ori ,  it  follov;s  vherc,  as  here,  the 
lessor  docs  not  hold  such  authority.  \Ll 

In  short,  therefore,  Lnl^er  v/ould  be  In  violation  of  Section 
402  if  it  v.'cre  to  perform  the  operation;:  for  Air  Europe,  and  its. 
amenability  Co"  Board  and  court  enlorccinent  jur  ir.diction  is  not 
■open  to  question.   It  should  thus  be  possible  to  ^at    at  the  Air 
Europe  operation  through  Lal;er.  ^       _  - 


R.obcrt  L.  Too.T.ey 
Attachments 


j_4/   Laker's  permit  authori::cs  it  to  en,.;  v-,e  only  in  charter 
transportation  and,  to  tl\c  extent  t.hat  it  autliorizes  any  service 
between  the  U.S.  and  Lu)eerr.bourg,  it  covoi;i;  only  foreign- 
originating  charters. 
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Question  44. 


Did  any  member  of  the  Board  or  staff  comnunicate  directly  or  indirectly 
concerning  the  Air  Europe  operation  with  members  of  the  press?   If  so, 
who,  and  when?    Did  any  member  of  the  Board  or  staff  comnunicate  directly 
or  indirectly  concerning  the  legality  of  the  Air  Europe  operation  with 
the  press?   With  Air  Europe?   If  so,  what  was  coinnunicated,and  on  what  legal 
analysis  was  it  based? 


Question  45. 

What  communications  or  contact  did  the  Board,  its  members,  or  staff  have 
on  this  question  with  any  air  carrier  or  the  representative  or  agent  of 
any  air  carrier? 


Question  46. 

Was  any  formal  or  informal  notification  made  to  Air  Europe  or  its  travel 
agents  regarding  the  Board's  position  on  the  proposed  operation? 


581 


CAB  Response  to  Questions  44,  45,  and  46: 

An  inquiry  within  the  Board  has  disclosed  the  following  communications 
between  members  of  the  Board's  staff,  on  the  one  hand,  and  the  press  or 
a  representative  of  Air  Europe  on  the  other. 
Office  of  the  General  Counsel: 

Some  time  in  July  or  August  of  1974,  the  Board's  General  Counsel 
was  contacted  by  Mr.  Harold  Watkins  of  the  Los  Angeles  Times  and  questioned 
regarding  the  status  of  Air  Europe's  operations.   Mr.  Watkins  was  informed 
that  the  matter  was  under  study  in  the  Office  of  the  General  Counsel  and 
no  further  comment  on  the  matter  was  made.   In  the  same  period  the 
Board's  Deputy  General  Counsel  was  contacted  by  Mr.  Robert  Beckman, 
attorney  for  Air  Europe.   No  official  position  of  the  Board  was  communicated 
to  Mr.  Beckman  at  that  time.   However,  thereafter,  on  September  13, 
1974  in  response  to  an  August  28,  1974  Freedom  of  Information  request, 
the  letters  attached  in  response  to  Question  No.  47  were  transmitted  to 
Mr.  Beckman.   A  copy  of  tlie  pertinent  correspondence  and  an  additional 
excliange  of  letters  are  attached. 
Bureau  of  International  Affairs: 

The  Board's  Bureau  of  International  Affairs  responded  to  two  or 
three  inquiries  form  the  press  about  Air  Europe's  proposed  services.  The 
Director  of  that  Office  does  not  recall  the  dates  but  believes  the 
inquiries  came  from  Hal  Watkins  of  the  Los  Angeles  Times  and  Roland 
Leyser  (publication  unknown).   Answers  to  these  press  inquiries  probably 
included  comments  on  the  legality  of  Air  Europe's  operations.   The  views 
of  the  Director  were  based  on  the  Board's  letter  sent  to  FAA  and  the 
supporting  opinions  and  comments  by  the  Board's  Office  of  the  General 
Counsel.   Air  Europe's  attorney  asked  for  an  appointment  with  tlie  Director 

to  offer  his  own  unsolicited  views  of  the  legality  of  Air  Europe's 
operations,  which  he  then  did. 
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Bureau  of  Enforcement: 

a.  During  the  sumner  of  1974,  Ilr.  Hal  VJatkins  of  the 
Los  Anficles  Tinxss  called  Mr.  Gingery,  Director,  Bureau  of  Enf orcaiient , 
to  ask  i^fnat   the  Bureau  would  be  doing  with  respect  to  Air  Europe. 
Mr.  Gingery  stated  that  no  fomial  action  had  been  tiken  to  date,  and 
that  he  neither  confirn-ed  nor  denied  the  existence  of  any  investigation, 
hhr.  Uatldns  stated  that  it  was  liis  uiderstanding  that  BOE  bad  stated 
tl-iat  the  Air  Europe  operation  was  in  fact  legal;  that  the  source  of 
this  information  was  allegedly  Stephen  A.  Alterman,  Chief,  Legal  Division, 
as  conveyed  to  Robert  Beckman,  Air  Europe's  counsel.  Mr.  Altennan  was 
then  placed  on  the  phone  and  confirmed  that  he  had  spoken  to  Mr.  Beclanan 
(see  below),  but  denied  that  any  such  "blessing"  had  been  given. 

b.  Earlier,  during  the  sumnier  of  1974,  Stephen  A.  Alterman,  Q^ieE , 
Legal  Division,  Bureau  of  Enforcement  had  met  with  Robert  Beckman,  Esq. , 
at  the  International  Club  to  discuss  a  "potential  legal  question."  Ihe 
neeting  was  held  at  Mr.  Becloran's  request.  Mr.  Beclanan  stated  that  he 
had  a  client  \■A^o   contenplated  operating  from  Tijuana,  Mexico  to  Luxeiibourg, 
and  Mr.  Beckman  wanted  an  informal  opinion  on  the  legality  of  such  an 
operation.  Mr.  Altcmian  stated  tliat  the  legal  issue  was  whether  the 
operation  constituted  "air  transportation"  within  the  meaning  of  49  U.S.C. 
101(13).  Mr.  Alterman  further  stated  that  if  the  operation  was  truly 
between  two  forcijyi  points,  the  Board  would  have  no  jurisdiction.  However, 
it  was  also  noted  that  the  Board  would  have  jurisdiction  if  the  tnons- 
poctation  from  the  U.S.  to  Tijuana  was  in  any  way  provided.   Mr.  Alterman 
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refused  to  ta]<e  a  position  on  how  far  Mr.  Beckman's  client  could  go  in 
pronoting  the  transportation  in  the  United  States  stating  that  any  such 
determination  depended  on  the  specific  facts  of  the  situation  and  a 
detailed  legal  analysis  of  the  problem. 

c.  Subsequent  to  the  first  Beclanan-Alterman Jneeting  and 

I'ir.  VJatkins'  phone  call,  Mr.  Alterman  again  had  the  opportunity  to  discuss 
the  Air  Europe  situation  with  Mr.  Beckman.  In  August  1964,  Mr.  Alterman 
ir»2t  with  fir.  Beckman,  Stephen  D.  Potts,  Esq.  and  Reuben  B.  Robertson  on 
an  American  Bar  Association  comnittee  niatter.  Prior  to  the  start  of 
this  meeting,  Mr.  Alterman  asked  Mr.  Beckman  what  he  had  told  Mr.  Watlcins 
about  the  first  Beclonan -Alterman  meeting.  Mr.  Alterman  e>q3ressed  concern 
that  Mr.  Watlcins  had  represented  that  he  C't.  Alterman)  had  given  Air 
Europe  the  Bureau's  "blessing."  Mr.  BecloTian  stated  that  the  first 
Beclanan-Alterman  meetin^^  had  been  an  informal  meeting  to  discuss  the 
law  and  that  he  (Mr.  Beclanan)  did  not  understand  that  the  Bureau  had  tiilcen 
any  position.  Mr.  Alterman  confirmed  this  understanding  and  stated  that 
the  Bureau  was  continuing  its  inquiry  into  the  law,  and  that  no  decision 
had  been  reached. 

d.  On  either  one  or  two  later  occasions  Mr.  Watkins  called 

Mr.  Gingery.   Mr.  Gingery  declined  under  his  questioning  to  advise  Mr.  Watkins 
of  the  status  of  our  inquiry  or  to  discuss  when  the  Bureau  might  come  to 
any  final  decision. 
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LAW  OFFICES 

ROBERT  M,  BECKMAN 


SECTIi^LT  AVLNl'E. 


August    28,    19  7  4 


BY  MESSENGER 


REC 


ry":D 


Harry  J.  Zink 

Secretary 

Civil  Aeronautics  Board 

Washington,  D.C.   20428 

Dear  Mr.  Zink: 


AllB  '• 


CIVIL  V  ON  A' 


\:-'A 


On  August  27,  1974  we  requested  copies  of  the  follov;ing 
documents ; 


1.  Communications  between  the  Civil  Aeronautics 
Board  and  the  Department  of  Transportation  regarding  Air 
Europe  International's  proposed  Tijuana-Luxembourg 
service.   We  understand  that  there  v/ere  at  least  two 
letters:   one  from  the  Civil  Aeronautics  Board  to  the 
Department  of  Transportation  on  or  about  July  22,  1974 
and  the  reply  from  the  Department  of  Transportation 

to  the  Civil  Aeronautics  Board  on  or  about  August  26, 
19  74.  It  apoears  that  the  press  has  been  informed  of 
the  contents  of  these  letters. 

2.  All  communications  between  the  Civil  ;\eronautics 
Board  and  any  other  agency  or  person  either  sent  or 
received  by  the  Board  in  connection  with  Air  Europe 
International.   VJo  understand  that  there  v.'as  at  least 

a  letter  from  the  Board  to  the  State  Department  on  or 
about  July  22,  19  74. 

3.  Copies  of  every  vote  and  official  action  of  the 
Board  in  connection  with  Air  Europe  International.   We 
were  informed  by  the  Minute  Section  of  the  Board  on 
August  27,  1974  that  there  had  been  no  vote  or  other 
official  action  of  the  Board  in  connection  with  Air 
Europe  International. 

Respectful Iv , 

/  Robert  M.  Be^kman 

'  Attornev  for  Air  Europe  International 
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^'•■'"  -■■■  September  5,  1974 

By  Messenger 


The  Honorable  Robert  D.  Timm 

Chairman 

Civil  Aeronautics  Board 

Washington,  D.C.  20428 

Re:   Air  Europe  International 

Dear  Chairman  Timm: 

Please  be  advised  that  I  represent  Air  Europe  Inter- 
national . 

Air  Europe  had  planned  to  initiate  Luxem,bourg-Ti juana 
scheduled  service  on  Septem.ber  2,  1974.  Num.erous  tickets 
had  been  sold  and  all  preparations  had  been  completed. 

As  a  result  of  statements  made  to  the  press  by  employees 
of  the  Civil  Aeronautics  Board  and  other  aaencies,  Air 
Europe  has  been  forced  to  postpone  the  initiation  of  ser- 
vice.  Since  it  appears  that  these  statements  were  unauthor- 
ized and  false,  we  urgently  apply  to  you  to  take  imir.ediate 
steps  to  correct  the  public  record  so  that  Air  Europe  may 
resume  its  selling  program.   In  the  present  atmosphere  it 
is  impossible  to  market  this  service  in  North  Am.erica  or 
Europe. 

Since  the  first  part  of  July,  19-74,  employees  of  the 
Civil  Aeronautics  Board  have  been  making  statements  to  the 
press  creating  the  false  im.pression  that  the  Board  had 
officially  decided  that  Air  Europe's  operation  violated 
some  provision  of  United  States  law  and  that  the  Board 
had  officially  decided  to  stop  the  operation. 

For  example: 

In  the  Los  Angeles  Times,  July  15,  1974,  an  article 
stating  that  "regulators  at  the  Civil  Aeronautics  Board 
are  disturbed"  by  the  proposed  Air  Europe  opcr-ation,  quoted 
a  CAB  "staff  officer"  as  calling  Air  Europe's  operation  a 
"subterfuge  to  get  around  U.S.  authority."   The  article 
states: 
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The  Aviation  Daily,  July  24,  1974,  p.  131,  recited  that 
the  "CAB  will  act,  perhaps  within  the  next  week,  to  prevent 
Air  Europe  International  from  operating  cut-rate  Tijuana- 
Luxembourg  service."   The  Aviation  Daily  quoted  a  "Board 
official"  as  follows: 

A  Board  official  called  the  airline  a  "pirate  operation' 
that  is  using  Tijuana  as  "an  escape  hatch.  .  .  to 
circumvent  U.S.  laws." 

The  Los  Angeles  Times ,  July  30,  1974,  reported  as 
follows : 

The  Ci^B    is  seeking  to  prevent  the  Air  Europe  operation 
because  the  board  considers  it,  in  the  words  of  one 
top  staff  offical,  "a  pirate  operation"  seeking  to 
siphon  passengers  from  U.S.  and  other  certificated 
airlines  operating  between  California  and  Europe. 

The  July  30,  1974  Los  Angeles  Times  article  goes  on  to 
quote  "a  key  C?-S    staff  official": 

A  key  CAB  staff  of ficial' described  the  Air  Europe 
scheme  as  a  "cancer"  that  in  reality  is  a  United 
States-Europe  service.  .  . 

The  Aviation  Daily,  July  31,  1974,  page  169,  quoted 
"a  CAB  spokesman"  as  follows: 

A  CAB  spokesman  told  the  DAILY  "we  are  going  to 
find  some  way"  of  preventing  Air  Europe  from 
operating  out  of  Tijuana.   The  Board  strongly 
believes  the  proposed  operation  is  not  legiti- 
mate since  it  is  aimed  at  diverting  U.S.  passen- 
gers from  U.S.  carriers.   The  Board  is  now  attempting 
to  find  a  legal  basis  on  which  to  act. 

The  New  York  Times ,  August  7,  19  74,  reported  that 
"the  United  States  Government.  .  .  is  trying  to  abort 
the  enterprise"  and  quotes  a  "C.A.B.  official"  as  follows: 

And  a  C.A.B.  official  asserted,  "This  is  nothing 
more  than  a  pirate  operation  designed  to  got  around 
the  law.   Ke'll  stop  them,  one  way  or  another." 
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The  August  12,  1974  issue  of  Aviation  Week  f.  Spaco 
Technology,  at  page  28,  reported  that  "government  officials' 
including  "^representatives  of  the  civil  Aeronautics  Board" 

.  .  .vehemently  oppose  the  Air  Europe  service. 


Government  officials  are  sure  they  want  to  stop 
Air  Europe  operations. 


Another  approach  being  considered  by  the  U.S. 
is  boarding  a  U.S.  marshal  on  the  flight  in 
Tijuana  and  forcing  the  aircraft  down  in  U.S. 
territory. 

Travel  Management  Daily,  August  26,  1974,  reported. 

The  CAB  now  definitely  considers  Air  Europe's  plans 
to  launch  Tijuana-Luxembourg  service  on  September  2 
as  technically  under  its  jurisdiction  and  will  ta:;e 
steps  to  stop  it.  The  Board  is  considering  seeking 
a  court  order  prohibiting  the  carrier  from  providing 
or  selling  tickets  in  the  U.S. 

The  New  York  Times,   August  28,  1974,  reported  that 
"officials  in  the  State  Department  and  Civil  Aeronautics 
Board  acknowledg';  d  today  that  they  had  in  fact  been 
seeking  legal  avenues  to  block  the  operation." 

Because  of  the  statements  issued  to  the  press  by  employees 
of  the  Civil  Aeronautics  Board,  which  created  the  impression 
in  the  public's  mind  that  the  Civil  Aeronautics  Board  had 
officially  determined  that  Air  Europe's  operation  violated 
the  Federal  Aviation  Act  and  that  the  Civil  Aeronautics 
Board  was  going  to  stop  the  Air  Europe  operation,  marketing 
of  the  operation  was  so  severely  damaged,  that  it  has  been 
necessary  to  postpone  the  inauguration  of  service.   On 
August  27,  1974,  (ironically,  at  the  same  time  that  the  FAA 
informed  the  press  that  the  FAA  would  take  no  steps  to 
interfere  with  Air  Europe's  operation),  Air  Europe  was 
forced  to  announce  tlie  postponement  of  the  sLart  of  its 
service. 
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We  understand  that,  contrary  to  the  press  statements, 
the  CAB  has  made  no  official  decision.   As  confirmed  to 
me  on  August  26,  1974,  by  the  Deputy  General  Counsel  of  the 
Board,  Mr.  O.D.  Ozment,  there  is  in  fact  no   official  position 
of  the  Civil  Aeronautics  Board  on  the  legality  or  illegality 
of  the  Air  Europe  Tijuana-Luxembourg   service.   As  confirmed 
by  the  Minutes  Section  of  the  Board  on  August  27,  1974, 
there  has  in  fact  been  no  official  act  of  the  Board  regarding 
Air  Europe.   The  Office  of  Information  of  the  Board  has 
confirmed  that  there  has  been  no  of ficial. statement 
regarding  Air  Europe  issued  by  the  Board's  Office  of 
Information.   It  thus  appears  that  employees  of  the 
Board  told  the  press  that  the  Board  had  made  decisions 
about  Air  Europe's  operations  which  the  Board  had  not 
in  fact  made  and  that  the  Board  had  decided  to  take 
action  to  stop  Air  Europe's  service  which  the  Board  had 
not  decided  to  do. 

Moreover,  the  issuance  of  these  statements  to  the  press  ; 

was   apparently  in  violation  of  the  Boai'd '  s  rules.   The  C.A.B.  | 

Manual,  section  442.41,  prohibits  employees  other  than  the  '. 

Board's  Office  of  Information  from  answering  inquiries  i 
from  the  press  in  matters  of  this  kind. 

Thus,  employees  of  the  Board  have  made  statements  to  the 
press  which  they  are  not  permitted  to  make,  and  have  made 
false  statements  which  they  are  surely  not  permitted  to  make. 
Without  prejudice  to  any  legal  action  we  may  take,  we  urgently 
and  respectfully  request  that  you  take  the  following  actions: 

1.  Immediately  issue  or  cause  to  be  issued  in  the  nam.e 

of  the  Civil  Aeronautics  Board  a  public  statement  acknowledging 
that  the  Civil  Aeronautics  Board  had  no  official  position 
that  Air  Europe's  proposed  services  were  illegal  and  that  the 
Board  had  not  determined  to  take  any  action  to  stop  the  Air 
Europe  services,  contrary  to  the  statements  reported  in  the 
press . 

2.  Imm.ediately  issue  or  cause  to  be  issued  in  the  name 
of  the  Civil  Aeronautics  Board  a  public  statement  that  the 
Board  was  not  considering  boarding  a  U.S.  marshal  on  the 
Air  Europe  flight  in  Tijuana  and  forcing  the  aircraft  down 

in  U.S.  territory.   We  call  to  your  attention  that  the  Secretary 
of  TransDortation,  Claude  S.  Brinegar,  denied  such  a  statement 
on  behalf  of  the  Department  of  Transportation  in  response  to 
a  telegram  from  Mr.  F.A.  Laker  of  August  15,  1974.   A 
similar  request  for  a  denial  that  "representatives  of  the 
Civil  Aeronautics  Board",  were  considering  such  an  act 
(as  implied  in  the  August  12,  1974  Aviation  Week  &  Space 
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Technology  report) ,  was  sought  from  you  by  telegram  from 

Mr.  Laker  on  August  15,  1974.   No  such  denial  has  as  yet  been 

published  to  Air  Europe's  continuing  damage. 

3.  Immediately  issue  or  cause  to  be  issued   in  the  name 
of  the  Civil  A.eronautics  Board  a  public  statement  that  the 
above-described  quotations  attributed  to  Civil  Aeronautics 
Board  officials  were  unauthorized  and  false. 

4.  Take  immediate  action  to  halt  promulgation  of  any 
further  statements  regarding  the  Board's  deliberations, 
views  or  proposed  actions  by  employees  of  the  Board  except 
in  accordance  with  the  Board's  regulations. 

5.  Investigate  the  above-described  actions  of  employees 
of  the  Board  and  take  appropriate  disciplinary  action. 

6.  Take  such  other  action  as  may  be  appropriate  to 
mitigate  the  substantial  and  continuing  damage  suffered  by 
Air  Europe. 

Respectfully, 

Robert  M.  Beckman 

William  M.  Gingery 
"Michael  Duval 
Harold  V.'atkins  -  Los  Angeles  Times 


Aviation  Week  &  Space  Technology 
James  Skinner  -  A.viation  Daily 
New  York  Times 
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iHfftr  i>r.   i^ccoiiau:  "-- 

'i!il«i   is  ia  ri?r.i>cui!U  to  your  letter  of  August  2ii ,   ly74, 
raqueatiuji  covioa  of  all  courrtalcAtiova  bttva^ia  the  fcoari, 
en  tte  oac  lianJ,   end   tuz  I.'tspart'.i-aaC  of  Trftno.portation  or 
othsr  a;.;8ncy  of  j,<jvcr'm.-;ut  ct  \\<ii-ncTx,  oa  tliy  ocacr, 
r^iA-'U'^iin:  Mr   Euroi-e   Internacioiial's  ?ro»-of»isd   iijiuir-a- 
Lu-<3ibofrr.4  .'(crvlcc.     You  raffsr  Sj-Xicif Icilly  to  a  i-atrcr 
couccrtixn;\  Air  rJuro^.c  InceraAticiui  Cro^s.  LUv  ivoanl  to  tac 
"t^ot^av: Urgent  of  Trr.»Tjy«rtfttioii  o;i  cr  .ai^out  July  *;i!>   iii74,   a 
rcjiiy   £rcKrs  th*^  I?a;.^artriij*,it   to  tlu^  i/oarJ  o;i  vv  aL-ouc 
Aui.uBt   2'i,    l*:?7s,    ."iTi'l  »   li'Ctiir  ca  Una  «ubj(»ct  Irai  taiA 
I^oard    to   tha  r^opArtceuC  of  $Cata  oh   or  about  Jul/  22,    i'J74. 
yinalJ./,   you  alao  rrtquaac  capias  oi  «>vi;ry  vota  sua  ofiiiilai 
(Qctioa  cf  t';:c  i'onri  1«^  CA)cut;t:ti;3a  vrich  Air  EucOj^'i 

Tlio  V.^rc<t  Ivrtrt-itr.   ;r,->i;ciJ'tcaily  i^Kutlu'voJ   i.i  y>ur 
rc-Q-.>onc   (tliii   iiitt^ir*   fron  tii-s  -';oiira   to   ta^  L'^ip.irlaeuto 
of  ^'tattt  and  IrauHf ortatiicn  vera  viiitflrj  Jul-/   24,   1^7^,    -xn^ 
thu   rtiply   iroii   the  i;(;j)«rt7ceaC  of   Iri»-isrort*%tio;i  v;g;j  datcij 
Auj-vxat  23,    1^74)   Jirc  lnvt's:-Ci:::atorv  vjttLata.  tiud  lntcr-u^;«;ncy 
iiuJa^.i-ranJfl  within  the  a:ii!*it  of   cxi'-^cloiia   llvu  tiud  savci.'i 
fro«  tii«  w-.-irtv^acory  c'.isciosuin  rtjqulvvA»?.ats  oi'  tii*  Ft'.^odca 
o£   IniorsvaLtfia  Act    (5  U.:i.C,    >:ii.i,b)Cy)   «nd   (7)).      i-owuvur, 
fan  fact  Cu&t  liie  thruo  Icttcra  vcro  iut<ircbaaii.t:a  aaJ 
tlvcir  j,U'>erAil  ccM^Ciaatc^  aj-,ear  to  i:avo  tccccre  a  macti»r  af 
jTublJc  k.-ii.'>-.il-,«ii-.<'.      'An   do  not   l<>ii£-v>a   that    th-ciro  1«   ;ayv 
su  a£'£ln:.>.atlva  uiiuu   ;:o  i->'ic5tiioiu   thoss:  Itettecii  i.t;:.j  i^u^lic 
difccioauro.     Aceortliiifil/,   tl.oro  cro  <uicio;>aa  co.-ica  of  t.'nj 
thrca  letter*. 

iU.ac   AtCi  other   doc-i^i^Cint:'^  ii;.uJ  to>.i.iuoJc>T£io.'.a  vl^ich 
TL'latj2    to   tiKi  a\tlfjcc.t  i?;itter  of    tinfl   tUV'a<a  ,incloaiu:i   l<-t£ori;. 
T^s-i  r;nt«viai.J  v^rc  ftalniiit,t«i4  to  «r.d  coaaiucru.i  l-y    Lt»o 
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BoarJ  ancJ   Its  atavf,     Acc.or;JUji.;;ly.    tiiey   CGr::i  j'art  of   th»:> 

-.vitljb.olu   ti.cr.i   fro.;  t.  <'*'•' i-i-«  tclcMf/u  j-arisuii^.t   to  c>:;o;j.Lii-j;ni 
5  a:ul    7  ot    the  Acu. 

s.ui'ai.ioatj.';   i..'l'^»..r:5  oi  July   2'V    co   the  u9:-.jiXV::x-vXa  X'K.   L-tr.tc 

I  sxi.  Rnclo."ln„   ^  co,'-/  of   tiiie  i^iUiiCfi  vuicit   rt'tiiwctii   t^<« 
i'>oard's  ai.;r43V<il  cC   the  t;tai:f   i^r6;.^i^r«J  Dotalioa  in  wliicti 
t5-.<?   tvo  Icctcrn  u'i."^<^  rrti^CiC^d.      At   tiiis  tlx-T,    tluire  Usi. 
Itdi^w  iio  ot'ayr    v'oorJ  voc^--  or   ot'ncr   of'iicuil  nctio/i  tai.ci 
wit.'!   i-v;..^;>rJ    to  Air   Luropc   IuCsrn«tiovixi. 

TKOiiAS  J.    EEYE 
ihopias  J.    i!cye 
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SEP 


Robert  M.    liockr.^nn,    Esq. 
Sulta  233 

nOl  Connecticut  Avenue,    N.ir. 
V^aahiu-ton,    D.    C.      lO'^P, 

Dear  )!r.    Beckman:  '• 

R« :     Air  Europe  International 

Your  letter  to  the  Chalman  dated  Se^tenber  5,    107A,   hna 
been  referred  to  t'ala  office   for  ruply. 

You  hava  by  now  undoubtedly  received,   pursuant  to  your 
request,    copies  of  letters   dotofj  July  2A   from  the  I>oard's 
Actln?  Clialrr^n   to    the  Dcp.-irtr,ents  of  State  and  Transportation, 
rcspectlvoly.      'llio  Txjard  there  gtaterj,    iiTter  alia,    t>.at  based 
on  information  available   to  it,    "it   considers   V\p    [Air  Turope  - 
Lak^rl   operation   to  be  in  air  transportation   for  vhich  aiichority 
under  Cection  402  of   the  Act  is   required...."     An   Indicated  on 
the  copy  of  the  I>oard'»  ^*tnutc  also  oent   to  you,    thaoe   letters 
were  adopted  by    the  Board  by  flotation  on  July  22. 

In   thefjc   circurauances ,    the  'Coar<J  -rtll  not   tak''   aay  of   the 
etcpn   requested   in  your  letter,      lliis   office  le   uanware  of  any 
stater.cntn  by  itr5   staff   to   t'lo.  prei?8  or   to  you  which  were  either 
inaccurate  or  v/!ilch  rd,sr>2presontod  the   iJoard't;  poaltlcn.    nor  do 
wc  consider  it  appropriate  to   cormcnt  on  the  prcr.a   reports  quoted 
by  you. 

Sincerely, 

THOUAS  J.    HEYE 


Thonas  J.    Feyt? 
Geneval  Counsel 
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Question  47. 

What  contacts  were  made  between  the  Board  and  the  FAA  regarding  Air 
Europe's  refueling  or  overflight  rights  in  the  U.S.?  Please  supply 
copies  of  all  written  comnunications. 


CAB  Response  to  Question  47: 

The  Board's  General  Counsel  participated  in  two  or  three  meetings 
at  the  office  of  Mr.  Robert  Binder  of  the  Department  of  Transportation 
regarding  the  Air  Europe  situation.   Attached  are  copies  of  correspondence 
that  transpired  between  the  Board,  the  Department  of  Transportation,  and 
the  Department  of  State.   See  also  the  "CAB  Position  Paper"  attached 
to  the  answer  to  Question  #43. 


594 


FOR  OFFICIAL  USE  ONLY 


July  24,  1974 


Honorable  Claude  S.  Brinegar 
Secretary  of  Transportation 
Washington,  D.C.  20590 

Dear  Mr.  Secretary: 

Infonuation  reaching  the  Board  indicates  that  certain 
U.S.  citizens  are  proposing  to  provide  more  than  1,000 
passenger  seats  a  week,  in  each  direction,  for  California- 
Europe  traffic  under  the  auspi-ces  of  a  Luxembourg  corporation 
set  up  to  conduct  cut-rate  scheduled  international  air  service 
by  flights  between  Tijuana  and  Luxembourg  over  a  route  across 
the  United  States  utilizing  DC-10  aircraft  wet-leased  from  a 
British  air  carrier. 

As  discussed  below,  the  Board  considers  that  (1)  these 
plans  constitute  an  attempt  to  avoid  the  requirements  of  the 
Federal  Aviation  Act  and  that  their  implementation  would 
violate  that  Act;  (2)  the  operation  goes  beyond  the  scope  of 
rights  granted  by  the  International  Air  Services  Transit 
Agreement  and  Section  375.45  of  the  Board's  Special 
Regulations;  and  (3)  withhoiding  approval  of  the  routes  by 
which  wet-leased  aircraft  would  transit  the  United  States 
would  produce  an  immediate  and  effective  termination  of 
the  scheme  before  actual  operations  could  begin. 
Accordingly,  the  Board  requests  that  the  Department  bf 
Transportation  withhold  approval  of  the  proposed  routes  across 
the  United  States  upon  receipt  of  any  application  therefor 
under  Section  375.45  of  the  Board's  regulations. 

The  articles  of  incorporation  of  Air  Europe  International, 
S.A.  reveals  its  incorporation  in  Luxembourg  January  17,  1973 
for  the  purpose  of  aii  transport  of  persons,  baggage,  freight 
and  mail,  with  an  initial  capitalization  of  250,000  LF 
($6,500)  represented  by  2,500  shares.   Erman  Pessis  of 
Los  Angeles,  California  received  2,440  shares,  the  remaining 
60  shares  being  equally  aistributed  to  six  residents  of 
Luxem.bourg.   Following  its  organization,  the  capital  stock 
was  increased  to  250,000,000  LF,  represented  by  2,500,000 
shares.   The  initial  Board  of  Directors  consisted  of  Passis, 
four  other  Americans,  and  a  resident  of  Luxembourg. 
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By  authorization  dated  April  26,  1974  from  Luxembourg's 
Ministry  of  Transport  and  permit  dated  April  9,  1974  from 
Mexico's  Department  of  Communications  and  Transport,  Air 
Europe  is  authorized  to  operate  three  scheduled  weekly 
flights  (in  each  direction)  between  Tijuana  and  Luxembourg.- 
The  former  forbids  the  use  of  aircraft  belonging  to  a 
Luxembourg  corporation  as  well'  as  the  use  of  the  Luxem.bourg 
flag.   Both  authorizations  contemplate  the  use  of  DC-8  or 
similar  equipment  under  vet  or  dry  lease,  and  both  provide 
that  prior  to  the  expiration  of  their  terms  on  May  15,  1976, 
Air  Europe  must  submit  proof  that  it  has  begun  negotiations 
to  operate  with  its  own  equipment  and  crews.   Moreover,  we 
are  advised  that  Air  Europe  is  subject  to  restrictions 
against  ti-.e  sale  of  transportation  in  Mexico  to  Mexican 
nationals.   Thus,  the  operations  are  for  the  purpose  of 
providing  air  transportation  to  and  from  the  United  States. 

Instrument  No.  59/1974,  recently  issued  by  the  Civil 
Aviation  Authority  of  the  United  Kingdom,  authorizes  LaKer 
Airways  Limited,  a  British  corporation,  to  operate  a  series 
of  flights  between  Luxembourg  and  Tijuana  during  the  period 
August  1,  1974  to  January  1,  1975  Tor  the  purpose  of 
providing  air  transport  services  pursuant  to  contracts  en- 
tered into  by  Air  Europe.   Advertisements  in  West  Coas-t 
publication:^  indicate  operations  with  DC-10  equipment, 
using  a  single  class,  345  seat  configuration.   Laker  Airways 
has  purchased  and  taken  delivery  of  such  equipment. 

The  coast  advertisements  also"  propose  summer  fares  at 
$299  one-way,  $539  roundtrip,  $469  for  a  14-45  day 
excursion  and  $439  for  a  7-45  day  group  rate  excursion, 
with  reductions  in  the  shoulder  season  (e.g.  $275  one-way) 
and  greater  reductions  in  the  winter  season  (e.g.  $250 
one-way) . 

A  toll-free  telephone  number  (800-522-1515)  identifies 
itself  as  "Office  of  Air  Europe,  San  Diego,"  and  refers 
inquirers  to  Flight  Marketing  Corporation,  Los  Angeles. 
The  latter  was  incorporated  in  May  1974  following  grants  by 
Mexico  and  Luxembourg  of  authorizations  for  Air  Europe  to 
operate.   Flight  Marketing  is  general  sales  agent  for 
Air  Europe  and  is  headed  by  Barry  B.  Pessis,  son  of 
Erman  Pessis.   Euroflights,  U^ittier,  California,  is  given 
as  another  general  sales  agent  in  the  advertisements  of 
Air  Europe  International. 
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Honorable  Claude  S.  Brinegar    (3) 


Flight  patterns  have  not  been  indicated  other  than  possible 
fuel  stops  in  Bangor,  Maine  on  the  eastbound  segment  and  in 
Canada  on  the  westbound  segment.   However,  the  circuity  of  air 
routes  outside  the  territory  of  the  United  States  between  Tijuana 
and  Luxembourg  is  such  as  to  indicate  that  the  flights  ordinarily 
would  be  expected  to  transit  the  air  space  over  the  United  States. 

The  Board  is  of  the  viev;  that  the  transit  operations  across 
the  United  States  would  not  represent  a  right  properly  exercisable 
by  either  Air  Europe  or  Laker  Ainvrays  under  the  International  Air 
Service  Transit  Agreement.   In  light  of  the  restrictions  on  the 
sale  of  tickets  to  Mexicans  in  Mexico,  it  is  plain, that  the  oper- 
ation is  an  attempt  to  provide  foreign  air  transportation  between 
California  and  Luxembourg  by  service  through  the  Tijuana  airport. 
Moreover,  the  operation  falls  squarely  within  the  Section  101(21) 
definition  of  "foreign  air  transportation"  as  "the  carriage  by 
aircraft  ...  as  a  common  carrier  for  compensation  or  hire.  »  .in 
commerce  between.  .  .a  place  in  the  United  States  and  any  place 
outside  thereof,  whether  such  commerce  moves  wholly  by  aircraft 
or  partly  by  aircraft  and  partly  by  other  forms  of  transportation." 
Since  the  operation  is  in  effect  a  California-Luxembourg  service, 
a  foreign  air  carrier  permit  is  required  pursuant  to  Section  402 
of  the  Federal  Aviation  Act  and,  of  course,  no  such  authorization 
has  been  obtained. 

It  may  be  anticipated  that  Air  Europe  or  Laker  v/ili  seek 
transit  rights  across  the  United  States  pursuant  to  Section  375.45 
of  the  Board's  Special  Regulations.   That  authorization,  however, 
is  applicable  only  with  respect  to  scheduled  international  air 
service  in  transit  across  the  United  States  pursuant  to  the  Inter- 
national Air  Services  Transit  Agreement.   Since  the  operation  is 
an  air  transportation  service,  rather  than  a  transit  operation, 
it  does  not  constitute  a  right  authorized  under  the  Transit  Agree- 
ment or  Section  375.45  of  the  regulations.   Indeed,  since  air 
transportation  operations  are  prohibited  in  the  absence  of  an 
appropriate  Section  402  authorization  from  the  Board,  the  operation 
would  fail  "to  comply  with  the  laws  of  the  State  over  which  it 
operates.  .  .,"  and  transit  rights  could,  in  any  event,  be  withheld 
by  the  United  States  pursuant  to  Section  5  of  Article  I  of  the 
International  Air  Services  Transit  Agreemcnt„ 


FOR  OFFICLAL  USE  ONLY 


597 


FOR  OFFICIAL  USE  ONLY 


Honorable  Claude  S.  Brinegar    (4) 


It  may  be  noted  that  Section  375.45  of  the  regulations  requires 
that  the  operator,  "before  commencing  operations,  obtain  the 
approval  of  the  Administrator  for  the  route  or  routes  proposed  to 
be  followed.  .  ."   It  appears,  therefore,  that  the  Administrator 
may,  by  withholding  such  approval,  effectively  preclude  the 
commencem.ent  of  the  proposed  operation.   Moreover,  it  appears  that 
this  may  be  the  only  effective  means  to  preclude  commencement  of 
the  operation  without  laborious,  drawn-out  adjudicatory  proceedings. 

The  Board  considers  that  inauguration  of  the  proposed  oper- 
ation would  be  very  serious.   First,  it  would  inject  into  the 
North  Atlantic  situation,  already  troubled  with  fare,  capacity, 
and  fuel  problems,  the  unwelcome  stimulus  of  an  additional  cut- 
rate,  non-lATA  scheduled  air  carrier.   But  perhaps  even  more 
detrimental  is  the  fact  that  if  this  patent  subterfuge  were  to 
succeed,  it  would  become  a  precedent  for  similar  air  transporta- 
tion operations  by  other  countries  and  other  carriers  from  points 
on  the  U.S.  border.   A  nmltiplicity  of  such  operations  could 
seriously  undermine  the  LATA  rate  structure  and  the  system  of 
bilater-Tl  exchange  of  route  rights.   Needless  to  say,  the  present 
financial  posture  of  the  U.S.  transatlantic  carriers  is  such  that 
they  can  ill-afford  such  traffic  diversion  pending  attempts  at 
other  less  direct  means  of  terminating  the  operation. 

The  Board,  therefore,  urgently  requests  that  the  Department 
of  Transportation  withhold  approval  of  any  transit  routes  sought 
by  Air  Eui^ope  or  Laker  under  Section  375.45  of  the  regulations 
in  connection  with  the  foregoing  operation.   We  would  anticipate 
that  the  Department  would,  in  connection  with  sucH  denial,  inform 
the  applicants  that  the  Board  has  advised  that  it  considers  the 
operations  to  be  in  air  transportation  for  which  authority  under 
Section  402  of  the  Act  is  required,  and  accordingly,  since  transit 
rights  for  an  air  transportation  operation  are  not  granted  by  the 
International  Air  Services  Transit  Agreement,  Section  375.45  of 
the  Board's  Special  Regulations  docs  not  authorize  or  permit 
transit  overflights  in  connection  with  the  operation. 

Coordination  between  the  Department  of  Transportation,  the 
Board  and  the  Department  of  State  will  enable  the  last  to  utilize 
diplomatic  channels  In  advising  the  Governments  of  Luxembourg  and 
Mexico  of  the  situation  and  of  developments  as  they  may  occur. 
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To  that  end,  a  copy  of  this  letter  is  being  sent  to  the  Secretary 
of  State.   A  copy  is  also  being  sent  to  the  Administrator  of  the 
Federal  Aviation  Administration  to  emphasize  the  Board's  desire 
for  alert  surveillance  of  the  air  operations  of  Air  Europe  and 
Laker  Airways  over  tKe  United  States  on  this  Tijuana-Luxembourg 
route. , 

Sincerely, 


/s/  Whitney  Gillilland 
Acting  Chairman 

Honorable  Henry  A.  Kissinger 
Secretary  of  State 

Honorable  Alexander  P.  Butterfield 

Administrator 

Federal  Aviation  Administration 
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July  24,  1974 

Honorable  Henry  A.  Kissinger 
Secretary  of  State  .  > 

Washington,  D.C.   20590 

Dear  Mr.  Secretary: 

Information  reaching  the  Board  indicates  that  there  is  a 
planned  arrangement  by  U.S.  citizens  to  provide  more  than  1,000 
passenger  seats  a  week,  in  each  direction,  for  California-Europe 
traffic  through  the  organization  of  a  foreign  corporation  set  up 
to  conduct  cut-rate  scheduled  international  air  services  osten- 
sibly between  Tijuana  and  Luxembourg  over  a  route  across  the 
United  States.   However,  we  understand  that  the  arrangement  is 
subject  to  restrictions  imposed  by  Mexico  which  preclude  the 
sale  of  transportation  in  Mexico  to  Mexican  nationals  and  those 
restrictions  obviously  establish  that  the  purpose  and  effect  of 
the  operation  will  be  to  provide  service  between  California  and 
Luxembourg  through  the  Tijuana  airport.   In  the  Board's  view, 
the  arrangement  is  a  subterfuge  which  has  been  fashioned  in  an 
attempt  to  avoid  the  prohibitions  of  the  Federal  Aviation  Act 
which  require  authority  from  the  Board  as  a  prerequisite  to 
operations  to  and  from  the  United  States. 

The  operator  of  these  services  is  to  be  Air  Europe?-.  Inter- 
national, S.A.  which  has  been  organized  in  Luxembourg  and  has 
rcceived_2^-year  permits  from  Luxembourg  and  Mexico  to  conduct 
operations  between  the  two  nations.   DC-10  equipment  has  been, 
wet-leased  from  Laker  Airways  Limited  for  these  operations,  and 
the  British  Government  has  authorized  Laker  to  operate  the 
flights.   The  geographical  aspects  of  the  proposed  operation  are 
such  as  to  indicate  that  flights  between  Tijuana  and  Mexico 
ordinarily  would  be  expected  to  transit  the  air  space  over  the 
United  States  with  technical  stops  in  Canada  or  the  United  States, 

Attached  is  a  copy  of  a  letter  from  the  Board  to  the 
Secretary  of  Transportation  requesting  that  approval  be  withheld 
by  that  agency  of  any  request  for  transit  routes  across  the 
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Honorable  Henry  A.  Kissinger    (2) 


United  States  for  the  proposed  operations.   As  stated  in  that 
letter,  the  Board  is  of  the  view  that  a  grant  of  transit  rights 
is  not  required  pursuant  to  the  International  Air  Services 
Transit  Agreement  in  that  such  operations  would  not  constitute 
a  scheduled  International  air  service  in  transit  across  the 
United  States  within  the  meaning  of  the  agreement  or,  if  viewed 
as  transit  operations  which  might  fall  within  the  scope  of  the 
agreement  in  a  physical  sense,  need  not  and  should  not  be  per- 
mitted since  they  would  not  comply  with  the  laws  of  the 
United  States.       ' 

A  copy  of  this  letter  is  being  forwarded  to  the  Secretary 
of  Transportation  and  also  to  the  Administrator  of  the  Federal 
Aviation  Administration. 

Sincerely, 

/s/  Whitney  Gillilland 

Acting  Chairman 

Enclosure 

cc:   Honorable  Claude  S.  Brinegar 
Secretary 
Department  of  Transportation 

Honorable  Alexander  P.  Butterfield 

Administrator 

Federal  Aviation  Administration 
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August  23,    1974 


Ilonoraijlo  Robert  D.  Timm  ■  ■      ■ 

Clmirman,  Ci\'il  Aeronautics  Board 
1825  Connecticut  Avenue.  N.'W. 
Washington,  B.C.     20428      ' 

Deal'  Mr.   Chairninji:    • 

As  Actin^-T  Cr.airnimi,  Mr.   Gillillruicl  by  letter  of  July  24  requested 
iiiat  the  L\-p:u-t:ii..'nt  of  Tran:-pGriation  withhold  approval  of  ar.y 
transit  routes  SG\i;iht  by  Air  Europe,  Internaiional  or  Lal^cr  Airways 
Limited  in  coiir.ection  wiUi  fli;.;!;ls  between  Tijuana  ajid  Lu.xembourg. 

The  FAA  v/ili  not  deny  air  traffic  control  services  to  eitbicr  Lal:er 
or  Air  Eui-upe.     C\:r  aar  trpJiic  control  procedures  are  dcsiiined  to 
ensure  the  srae  sep.u'ation  of  cdrcrait  pj-;d  specifically  reccp;nizc  the 
pilot-iii-ci-nnrnajid's  uliirnato  responsibility  for  the  safe  operr;tion  of 
his  aircraft.     Accordiiv^ly ,  air  Ira'fic  control  clearances  iwc  not 
denied  on  ti-.e  lM.bis  of  ccor.oniic  auiiiority  of  the  operator  of  an  air- 
cra.ft,  or  t;io  laclt  of  it.     Air  tralnc  control  clearances  ai"e  handk-d 
on  a  first-come-first-servcd  basis  witli  but  one  objectiye,  tiic  safe 
and  efficient  utilization  of  tlie  airspace.  ■       ,     • 

We  agree,  liowever,  with  the  Boai'd's  conclusions  conccrnin!::  the 
economic  urdosira'oility  of  the  proposed  oocrations.     Tliereiore. 
apai't  from  :ur  traliic  control  ciucstions,  wc  are  prepai'cd  to  consult 
v.'itii  tlio  Board  :ls  to  otlier  steps  that  mi'^ht  be  appropriate  to  prevent 
such  operai-ions. 

I  am  sending  a  copy  of  this  letter  to  the  Dopai'tmcnt  of  State. 


Sincerely, 


5/  ^x^.■ 


Jolin  W.  Biu'num 


67-378  O  -  76  -  vol.  1 
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Question  48. 


Did  any  member  of  the  Board  or  its  staff  conmunicate  directly  or  in- 
directly to  the  press  the  possibility  that  marshals  might  be  placed 
aboard  Air  Europe  flights  to  force  them  down  in  the  U.S.?   Was  such 
a  plan  ever  considered?    Is  there  any  written  reference  at  the  Board 
to  such  a  plan?   If  so,  please  supply  copies. 

CAB  Response  to  Question  48: 

To  the  best  of  our  knowledge,  no  one  at  the  Board  communicated 
directly  or  indirectly  to  the  press  on  the  possibility  of  marshalls 
being  placed  aboard  Air  Europe  flights  to  force  them  down  in  the 
United  States  nor  was  such  a  plan  ever  considered. 
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Question  49. 

In  the  Board's  opinion,  would  it  be  legal  or  desirable  to  restrict 
the  overflights  of  Air  Eruope  operations  from  Tijuana  to  Luxembourg? 
Could  or  should  any  enforcement  action  that  might  be  taken  include 
forcing  aircraft  on  such  overflight  to  land  by  use  of  armed  marshals? 


CAB  Response  to  Question  49: 

To  the  extent  that  the  operations  of  Air  Europe,  contemplating 
transit  through  United  States'  airspace,  constitute  air  transpor- 
tation within  the  meaning  of  the  Federal  Aviation  Act  of  1958  (72 
Stat.  737,  as  amended,  49  U.S.C.  §§1301  e^  .sefl. )  ,  and  are  not  other- 
wise exempt,  the  Act  requires  that  Air  Europe  obtain  authority 
from  the  Board  pursuant  to  section  402  providing  for  the  issuance 
of  foreign  air  carrier  permits  (49  U.S.C.  §1372),  or  under  section 
1108(b)  which  provides  that  foreign  aircraft  may  not  be  navigated 
in  the  United  States  unless  such  navigation  is  authorized  by  permit 
issued  by  the  Board  (49  U.S;C.  §1508(b)).   Insofar  as  the  Act 
requires  restriction  of  overflights  by  foreign  air  carriers  or 
aircraft,  it  follows  that  such  restriction  is  desirable. 

Section  903(b)(2)  of  the  Act  providing  that  "[a]ny  aircraft 
subject  to  such  lien  [authorized  by  section  901(b),  49  U.S.C. 
§1471(b)]  may  be  summarily  seized  by  and  placed  in  the  custody  of 
such  persons  as  the  Board  may  by  regulation  prescribe  "  "  "," 
(49  U.S.C.  §1473 (b)(2))  arguably  permits  the  forced  landing  of 
aircraft  in  flight  over  the  United  States  in  enforcement  proceedings, 
This  provision,  however,  has  never  been  used  to  this  effect,  and 
has  rarely  been  used  by  the  Board  to  seize  aircraft  subsequent  to 
landing  in  the  United  States.   In  any  event,  it  would  be  fruitless 
to  speculate  as  to  the  possibility  of  such  enforcement  action  in 
this  context  where  the  character  of  Air  Europe's  operations,  if  and 
when  commenced,  are  uncertain. 

J_   Information  relating  to  SPDR--39  follows:_/ 
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NOTATION 
TO 
FRCM 
SUBJECT 


FOR    OFRtiil!-    USE    afllY*ACriON  date:      July  22, 

KOTAllOM 


FOR  OFFICIAL  USE   ONLY 
CIVIL  AERONAUTICS   BOARD 


fuly   1^,%W^ 


/   ti 


The  Board 

Director,  Bureau  of  International  Affairs 


REC'D  H1HUTE3  SEC 


Proposed  Scheduled  Operations  of  Air  Europe  between 
Tijuana  and  Luxembourg 


RECCMMENDATION 
That  the  Board  approve  the  attached,  self-explanatory  letters 
to  the  Secretary  of  Transportation  and  to  the  Secretary  of  State 
concerning  withholding  approval  of  routes  for  the  conduct  of 
scheduled  international  air  service  across  the  United  States  between 
Luxembourg  and  Tijuana  by  Air  Europe  International,  S.A.  utilizing 
aircraft  wet- leased  from  Laker  Airways  Limited. 

Edwin  Rector 
Attachments  (2) 
R.A.  Smith,  X7349 


COORDINATED: 
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*  The  operation  is  apparently  planned  for  inauguration  on  August 
1,   Accordingly  an  application  for  transit  right  approvals  may  be 
anticipated  at  any  time. 
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Honorable  Henry  A.  Kissinger 
Secretary  of  State 
Washington,  D,  C.   20590 

Dear  Mr.  Secretary: 

Information  reaching  the  Board  Indicates  that  there  Is  a  planned 
arrangement  by  U.S.  citizens  to  provide  more  than  1,000  passenger  seats 
a  week,  In  each  direction,  for  California -Europe  traffic  through  the 
organization  of  a  foreign  corporation  set  up  to  conduct  cut-rate  scheduled 
international  air  services  ostensibly  between  Tijuana  and  Luxembourg  over 
a  route  across  the  United  States.   However,  we  understand  that  the  arrange- 
ment is  subject  to  restrictions  Imposed  by  Mexico  which  preclude  the  sale 
of  transportation  in  Mexico  to  Mexican  nationals  and  these  restrictions 
obviously  establish  that  the  purpose  and  effect  of  the  operation  will 
be  to  provide  service  between  California  and  Luxembourg  through  the 
Tijuana  airport.   In  the  Board's  view,  the  arrangement  Is  a  subterfuge 
which  has  been  fashioned  in  an  attempt  to  avoid  the  prohibitions  of  the 
Federal  Aviation  Act  which  require  authority  from  the  Board  as  a  pre- 
requisite to  operations  to  and  from  the  United  States. 

The  operator  of  these  services  is  to  be  Air  Europe  International,  S.A. 
which  has  been  organized  In  Luxembourg  and  has  received  2-year  permits 
from  Luxembourg  and  Mexico  to  conduct  operations  between  the  two  nations. 
DC-10  equipment  has  been  wet-leased  from  Laker  Airways  Limited  for  these 
operations,  and  the  British  Government  has  authorized  Laker  to  operate 
the  flights.   The  geographical  aspects  of  the  proposed  operation  are  such 
as  to  Indicate  that  flights  between  Tijuana  and  Mexico  ordinarily  would 
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be  expected  to  transit  the  air  space  over  the  United  States  with  technical 
stops  in  Canada  or  the  United  States. 

Attached  is  a  copy  of  a  letter  from  the  Board  to  the  Secretary  of 
Transportation  requesting  that  approval  be  withheld  by  that  agency  of 
any  request  for  transit  routes  across  the  United  States  for  the  proposed 
operations.  As  stated  in  that  letter,  the  Board  is  of  the  view  that  a 
grant  of  transit  rights  is  not  required  pursuant  to  the  International 
Air  Services  Transit  Agreement  in  that  such  operations  would  not  constitute 
a  scheduled  international  air  service  in  treinsit  across  the  United  States 
within  the  meaning  of  the  agreement  or,  if  viewed  as  transit  operations 
which  might  fall  within  the  scope  of  the  agreement  in  a  physical  sense, 
need  not  and  should  not  be  permitted  since  they  would  not  comply  with  the 
laws  of  the  United  States. 

A  copy  of  this  letter  is  being  forwarded  to  the  Secretary  of  Trans= 
portation  and  also  to  the  Administrator  of  the  Federal  Aviation  Administration 

Sincerely, 


Enclosure 

cc:   Honorable  Claude  S.  Brinegar 
Secretary 
Department  of  Transportation 

Honorable  Alexander  P.  Butterfield 

Administrator 

Federal  Aviation  Administration 
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Honorable  Claude  S.  Brlnegar 
Secretary  of  Transportation 
Washington,  D.  C,   20590 

Dear  Mr.  Secretary: 

Information  reaching  the  Board  indicates  that  certain  U.S.  citizens 
are  proposing  to  provide  more  than  1,000  passenger  seats  a  week,  in  each 
direction,  for  California-Europe  traffic  under  the  auspices  of  a 
Luxembourg  corporation  set  up  to  conduct  cut-rate  scheduled  international 
air  service  by  flights  between  Tijuana  and  Luxembourg  over  a  route  across 
the  United  States  utilizing  DC-10  aircraft  wet-leased  from  a  British  air 
carrier. 

As  discussed  below,  the  Board  considers  that  (1)  these  planfl 
constitute  an  attempt  to  avoid  the  requirements  of  the  Federal  Avl'.ation 
Act  and  that  their  implementation  would  violate  that  Act;  (2)  the 
operation  goes  beyond  the  scope  of  rights  granted  by  the  International 
Air  Services  Transit  Agreement  and  Section  375.45  of  the  Board's  Special 
Regulations;  and  (3)  withholding  approval  of  the  routes  by  which  wet:- 
leased  aircraft  would  transit  the  United  States  would  produce  an 
immediate  and  effective  termination  of  the  scheme  before  actual  opera- 
tions could  begin.   Accordingly,  the  Board  requests  that  the  Department 
of  Transportation  withhold  approval  of  the  proposed  routes  across  the 
United  States  upon  receipt  of  any  application  therefor  under  Section  375.45 
of  the  Board's  regulations. 

The  articles  of  incorporation  of  Air  Europe  International,  S.A. 
reveal  its  incorporation  in  Luxembourg  January  17,  1973  for  the 
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Honorable  Claude  S.  Brlnegar   (2) 

purpose  of  air  transport  of  persons,  baggage,  freight  and  mail,  with  an 
initial  capitalization  of  250,000  LF  ($6,500)  represented  by  2,500  shares. 
Erman  Pessis  of  Los  Angeles,  California  received  2,440  shares,  the 
remaining  60  shares  being  equally  distributed  to  six  residents  of  Luxem- 
bourg.  Following  its  organization,  the  capital  stock  was  increased  to 
250,000  LF,  represented  by  2,500,000  shares.  The  initial  Board  of 
Directors  consisted  of  Pessis,  four  other  Americans,  and  a  resident  of 
Luxembourg . 

By  authorization  dated  April  26,  1974  from  Luxembourg's  Ministry 
of  Transport  and  permit  dated  April  9,  1974  from  Mexico's  Department 
of  Communications  and  Transport,  Air  Europe  is  authorized  to  operate 
three  scheduled  weekly  flights  (in  each  direction)  between  Tijuana  and 
Luxembourg.  The  former  forbids  the  use  of  aircraft  belonging  to  a 
Luxemoourg  corporation  as  well  as  the  use  of  the  Luxembourg  flag. 
Both  authorizations  contemplate  the  use  of  DC-8  or  similar  equipment 
under  wet  or  dry  lease,  and  both  provide  that  prior  to  the  expiration 
of  their  terms  on  May  15,  1976,  Air  Europe  must  submit  proof  that  it 
has  begun  negotiations  to  operate  with  its  own  equipment  and  crews. 
Moreover,  we  are  advised  that  Air  Europe  is  subject  to  restrictions 
against  the  sale  of  transportation  in  Mexico  to  Mexican  nationals. 
Thus,  the  operations  are  for  the  purpose  of  providing  air  transportation 
to  and  from  the  United  States. 

FOR  OFFICIAL  USE  ONLY 


609 


FOR  OFFICIAL  USE  ONLY 
Honorable  Cl^nlde  S.  Brlnegar   (3) 

Instrument  No,  59/1974,  recently  Issued  by  the  Civil  Aviation 
Authority  of  the  United  Kingdom,  authorizes  Laker  Airways  Limited, 
a  British  corporation,  to  operate  a  aeries  of  flights  between  Luxembourg 
and  Tijuana  during  the  period  August  1,  1974  to  January  1,  1975  for  the 
purpose  of  providing  air  transport  services  pursuant  to  contracts  entered 
into  by  Air  Europe.  Advertisements  in  West  Coast  publications  indicate 
operations  with  DC-10  equipment,  using  a  single  class,  345  seat  configur- 
ation. Laker  Airways  has  purchased  and  taken  delivery  of  such  equipment. 

The  coast  advertisements  also  propose  summer  fares  at  $299  one-way, 
$539  roundtrlp,  $469  for  a  14-45  day  excursion  and  $439  for  a  7-45  day 
group  rate  excursion,  with  reductions  in  the  shoulder  season  (e.g.  $275 
one-way)  and  greater  reductions  in  the  winter  season  (e.g.  $250  one-way), 

A  toll-free  telephone  number  (800-522-1515)  Identifies  itself  as 
"Office  of  Air  Europe,  San  Diego,"  and  refers  inquirers  to  Flight 
Marketing  Corporation,  Los  Angeles.  The  latter  was  Incorporated  in  May 
1974  following  grants  by  Mexico  and  Luxembourg  of  authorizations  for 
Air  Europe  to  operate.  Flight  Marketing  is  general  sales  agent  for 
Air  Europe  and  la  headed  by  Barry  B.  Pessis,  son  of  Enoan  Pessis. 
Eurof lights,  Whlttier,  California,  is  given  as  another  general  sales 
agent  in  the  advertisements  of  Air  Europe  International. 

Flight  patterns  have  not  been  indicated  other  than  possible  fuel 
stops  in  Bangor,  Maine  on  the  eastbound  segment  and  in  Canada  on  the 
westbound  segment.  However,  the  circuitry  of  air  routes  outside  the 
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territory  of  the  United  States  between  Tijuana  and  Luxembourg  is  such 
as  to  indicate  that  the  flights  ordinarily  would  be  expected  to  transit 
the  air  space  over  the  United  States. 

The  Board  is  of  the  view  that  the  transit  operations  across  the 
United  States  would  not  represent  a  right  properly  exerciseable  by 
either  Air  Europe  or  Laker  Airways  under  the  International  Air  Services 
Transit  Agreement.   In  light  of  the  restrictions  on  the  sale  of  tickets 
to  Mexicans  in  Mexico,  it  is  plain  that  the  operation  is  an  attempt  to 
provide  foreign  air  transportation  between  California  and  Luxembourg 
by  service  through  the  Tijuana  airport.  Moreover,  the  operation  falls 
squarely  within  the  Section  101(21)  definition  of  "air  transportation" 
as  "the  carriage  by  aircraft.  .  .as  a  common  carrier  for  compensation 
or  hire.  .  .in  commerce  between.  .  .a  place  in  the  United  States  and 
any  place  outside  thereof;  whether  such  commerce  moves  wholly  by  aircraft 
or  partly  by  aircraft  and  partly  by  other  forms  of  transportation." 
Since  the  operation  is  in  effect  a  California-Luxembourg  service,  a 
foreign  air  carrier  permit  is  required  pursuant  to  Section  402  of  the 
Federal  Aviation  Act  and,  of  course,  no  such  authorization  has  been  obtained. 

It  may  be  anticipated  that  Air  Europe  or  Laker  will  seek  transit 
rights  across  the  United  States  pursuant  to  Section  375.45  of  the 
Board's  Special  Regulations.  That  authorization,  however,  is  applicable 
only  with  respect  to  scheduled  international  air  service  in  transit 
across  the  United  States  pursuant  to  the  International  Air  Services 
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Transit  Agreement.   Since  the  operation  is  an  air  transportation  service, 
rather  than  a  transit  operation,  it  does  not  constitute  a  right  author- 
ized under  the  Transit  Agreement  or  Section  375.45  of  the  regulations. 
Indeed,  since  air  transportation  operations  are  prohibited  in  the  absence 
of  an  appropriate  Section  402  authorization  from  the  Board,  the  operation 
would  fail  "to  comply  with  the  laws  of  the  State  over  which  it  operates 
.  .  .,"  and  transit  rights  could,  in  any  event,  be  withheld  by  the 
United  States  pursuant  to  Article  5  of  the  International  Air  Services 
Transit  Agreement. 

It  may  be  noted  that  Section  375.45  of  the  regulations  requires 
that  the  operator,  "before  commencing  operations,  obtain  the  approval 
of  the  Administrator  for  the  route  or  routes  proposed  to  be  followed 
..."   It  appears,  therefore,  that  the  Administrator  may,  by  withhold- 
ing such  approval,  effectively  preclude  the  commencement  of  the  proposed 
operation.  Moreover,  it  appears  that  this  may  be  the  only  effective 
means  to  preclude  commencement  of  the  operation  without  laborious, 
drawn-out  adjudicatory  proceedings. 

The  Board  considers  that  inauguration  of  the  proposed  operation 
would  be  very  serious.   First,  it  would  Inject  into  the  North  Atlantic 
situation,  already  troubled  with  fare,  capacity,  and  fuel  problems, 
the  unwelcome  stimulous  of  an  additional  cut-rate,  non-IATA  scheduled 
air  carrier.   But  perhaps  even  more  detrimental  is  the  fact  that  if 
this  patent  subterfuge  were  to  succeed,  it  would  become  a  precedent 
for  similar  air  transportation  operations  by  other  countries  and  other 
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carriers  from  points  on  the  U.S.  border.  A  multiplicity  of  such  operations 
could  seriously  undermine  the  lATA  rate  structure  and  the  system  of 
bilateral  exchange  of  route  rights.   Needless  to  say,  the  present  financial 
posture  of  the  U.S.  transatlantic  carriers  is  such  that  they  can  Ill-afford 
such  traffic  diversion  pending  attempts  at  other  less  direct  means  of 
terminating  the  operation. 

The  Board,  therefore,  urgently  requests  that  the  Department  of  Trans- 
portation withhold  approval  of  any  transit  routes  sought  by  Air  Europe 
or  Laker  under  Section  375.45  of  the  regulations  in  connection  with  the 
foregoing  operation.  We  would  anticipate  that  the  Department  would,  in 
connection  with  such  denial,  inform  the  applicants  that  the  Board  has 
advised  that  it  considers  the  operations  to  be  in  air  transportation  for 
which  authority  under  Section  402  of  the  Act  is  required,  and  accordingly, 
since  transit  rights  for  an  air  transportation  operation  are  not  granted 
by  the  International  Air  Services  Transit  Agreement,  Section  375.45  of 
the  Board's  Special  Regulations  does  not  authorize  or  permit  transit 
overflights  in  connection  with  the  operation. 

Coordination  between  the  Department  of  Transportation,  the  Board 
and  the  Department  of  State  will  enable  the  latter  to  utilize  diplomatic 
channels  in  advising  the  Governments  of  Luxembourg  and  Mexico  of  the 
situation  and  of  developments  as  they  may  occur.   To  that  end,  a  copy 
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of  this  letter  is  being  sent  to  the  Secretary  of  State.   A  copy  is 
also  being  sent  to  the  Administrator  of  the  Federal  Aviation  Administration 
to  emphasize  the  Board's  desire  for  alert  surveillance  of  the  air  operations 
of  Air  Europe  and  Laker  Airways  over  the  United  States  on  this  Tijuana- 
Luxembourg  route. 

Sincerely, 


Chairman 


cc:  Honorable  Henry  A.  Kissinger 
Secretary  of  State 

Honorable  Alexander  P.  Butterfield 

Administrator 

Federal  Aviation  Administration 


FOR  OFFICIAL"'  USE  ONLY 


614 


SPDR-39 


UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 


Special  Regulations 

Docket  271^5 

Dated:  November  1,  197^ 

PART  375  -  NAVIGATION  OF  FOREIGN  CIVIL  AIRCRAFT  WITHIN  THE 
UNITED  STATES 

TRANSIT  FLIGHTS:   SCHEDULED  INTERNATIONAL  AIR 
SERVICE  OPERATIONS 


NOTICE  OF  PROPOSED  RULEMAKING 

Notice  is  hereby  given  that  the  Civil  Aeronautics  Board  proposes  to 
amend  Part  375  of  its  Special  Regulations  (14  CFR  375)  so  as  to  revise  the 
provisions  of  section  375.45  thereof  which  relate  to  authority  for  the 
navigation  of  foreign  civil  aircraft  in  scheduled  international  air  service 
in  transit  over  the  United  States.   The  principal  features  of  the  proposed 
amendment  are  explained  in  the  attached  Explanatory  Statement  and  the 
proposed  amendment  is  set  forth  in  the  Proposed  Rule.   The  amendment  is 
proposed  under  the  authority  of  section  204(a)  and  1108(b)  of  the  Federal 
Aviation  Act  of  195^  as  amended,  72  Stat.  743,  798,  49  U.S.C.  1324,  1508. 

Interested  persons  may  participate  in  the  proposed  rulemaking  through 
submission  of  twelve  (12)  copies  of  written  data,  views  or  arguments  pertaining 
thereto,  addressed  to  the  Docket  Section,  Civil  Aeronautics  Board,  Washington, 
D.C.  20428.   All  relevant  material  in  communications  received  on  or  before 
December  6,  19Jk   and  reply  coirments  received  on  or  before  December  23,  17J^. 
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will  be  considered  before  taking  final  action  on  the  proposed  rule.  Copies 
of  such  communications  will  be  available  for  examination  by  interested  persons 
in  the  Docket  Section  of  the  Board,  Room  710,  Uhiversal  Building,  l825  Con- 
necticut Avenue,  N.W, ,  Washington,  D.C.  upon  receipt  thereof. 
By  the  Civil  Aeronautics  Board: 

EDWIN  Z.  HOLLAND 
Secretary 


(SEAL) 
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EXPLANATORY  STATEMENT 

Section  501  of  the  Federal  Aviation  Act  of  1958  makes  it  unlawful 

for  any  person  to  navigate  foreign  aircraft  within  the  United  States 

except  as  provided  by  Section  1108  of  the  Act.  The  "United  States" 

includes  "the  overlying  air  space  thereof  .  .  ."  (Section  101(36))  and, 

hence,  aircraft  which  transit  the  United  States  are  subject  to  the  require- 

1/ 
inents  of  Section  1108.   Section  1108(b)  of  the  Act,  in  turn,  permits  the 

navigation  of  foreign  aircraft  "only  if  such  navigation  is  authorized  by 
permit,  order,  or  regulation  issued  by  the  Board  .  .  .  ."  The  Board's 
authority  under  Section  1108(b)  necessarily  encompasses  authority,  inter  alia, 
to  determine  whether  a  particular  scheduled  international  flight  proposed  to 
be  operated  with  foreign  aircraft  falls  within  the  scope  of  those  permitted 
under  the  International  Air  Services  Transit  Agreement  as  scheduled  inter- 
national air  service  in  transit  across  the  United  States.   Board  authorization 
may  take  the  form  of  a  section  402  permit,  a  permit  issued  under  Part  375 
of  the  Board's  Special  Regulations,  or  a  regulation  which  allows  the  operation 
without  the  necessity  of  obtaining  a  permit  or  other  express  Board  approval. 

Subpart  E  of  Part  375  of  the  Board's  Special  Regulation  is  concerned 
with  operations  requiring  preflight  authorization  by  the  Board  or  the 
Administrator  of  the  Federal  Aviation  Administration.   When  the  predecessor 
of  sec.  ■^75.45  (Section  190.45  of  the  Civil  Air  Regulations)  was  adopted  in 
1953,  it  provided  for  express  Board  approval  of  any  scheduled  transit  operation 

XT  Article  6  of  the  Convention  on  International  Civil  Aviation  (the 
Chicaio  Convention),  61  Stat.  1180,  provides  that  no  scheduled  international 
air  service  may  be  operated  over  or  into  the  territory  of  a  contracting  State 
except  with  the  special  permission  or  authorization  of  that  State. 
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of  foreign  aircraft  over  the  United  States.   Thereafter,  the  section  was 
revised  in  1954  so  as  to  eliminate  the  requirement  for  specific  route 
approval  by  the  Board.   Instead,  the  amended  regulation  provided  for 
blanket  Board  approval  for  transit  flights  if  the  necessary  approval  was 
obtained  from  the  Administrator.   Such  approach  was  found  to  be  consistent 
with  the  public  interest  at  that  time. 

Recent  consultations  with  the  Federal  Aviation  Administration ,  however j 
indicate  that  the  Administrator  does  not  consider  that  he  should  determine 
whether  proposed  transit  operations  fall  within  the  scope  of  sec.  375.45  of 
the  Board's  Special  Regulations.  Moreover,  pending  litigation  makes  clear 
that  a  specific  administrative  avenue  should  be  provided  for  resolution  of 
issues  of  whether  particular  transit  flights  should  be  permitted,  including 
issues  of  whether  such  flights  fall  within  the  scope  of  the  International 
Air  Services  Transit  Agreement,  or  otherwise  should  be  authorized. 

In  such  circumstances,  the  Board  finds  that  it  is  no  longer  in  the 
public  interest  to  grant  blanket  approval  by  regulation  for  transit  opera- 
tions. Accordingly,  we  shall  amend  the  regulation  to  provide  that  an 
operator  of  foreign  civil  aircraft  desiring  to  conduct  a  scheduled  inter- 
national air  service  (which  is  not  authorized  by  a  Section  402  permit) 
which  transits  the  United  States  shall  obtain  a  permit  from  the  Board  for 
the  service.   The  requirement  for  obtaining  appropriate  safety  authority 
from  the  Federal  Aviation  Administration  will  remain  unchanged. 

27  Air  Europe  Int'l.  v.  Robert  D.  Timm  et  al . ,  Civil  No.  74-1400 
(D.D.C,  filed  Sept.  24,  1974).  ,   ^  ^  ,-o  a 

3/   In  the  usual  case,  where  the  applicant's  home  government  is  a 
signatory  of  the  International  Air  Services  Transit  Agreement,  it  is 
anticipated  that  the  appropriate  apprpval  will  be  routinely  granted. 


67-378  O  -  76  -  vol.  1  -  40 
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PROPOSED  RULE 

It  is  therefore  proposed  to  amend  Part  375  of  the  Board's  Special 
Regulations  (14  CFR  375)  as  follows: 

Amend  375.45  to  read  as  follows  : 

§375.45  Transit  flights;   scheduled  international 
air  service  operations. 

(a)  Approval  required.   Any  carrier  operating  foreign 
civil  aircraft  that  desires  to  conduct  a  scheduled 
international  air  service  in  transit  across  the  United 
States  shall,  before  commencing  operations,  obtain 

(i)  a  permit  therefor  from  the  Board  and  (ii)  the 
approval  of  the  Administrator,  for  the  routes  proposed 
to  be  followed,  and  thereafter  shall  conduct  such 
operations  in  accordance  with  the  provisions  of  such 
permit  and  approval.   Such  permit  may  be  issued  only 
if  the  Board  finds  that  the  proposed  operation  is 
fully  consistent  with  the  applicable  law  and  is  in 
the  interest  of  the  public. 

(b)  Nature  of  privilege  conferred.   Air  transportation 
,^   is  not  authorized  under  this  section,  and  the  burden 

rests  upon  each  applicant  to  show  that  the  contemplated 
operation  will  not  constitute  air  transportation. 
Stopovers  for  the  convenience  or  pleasure  of  the 
passengers  are  not  authorized  under  this  section  and 
stops  other  than  for  strictly  operational  reasons  shall 
not  be  made.   The  consolidation  on  the  same  aircraft  of 
an  operation  under  this  section  with  a  service  authorized 
under  section  402  of  the  Act  is  not  authorized  by  this 
section.   Any  permit  authorized  by  this  section  is 
nontransferable,  and  may  be  withheld,  revoked,  suspended, 
withdrawn,  or  canceled  by  the  Board,  without  notice  or 
hearing,  if  required  by  the  public  interest. 

(c)  Applications.   Scheduled  international  air 
services  in  transit  across  the  United  States  may  not 

be  undertaken  by  foreign  civil  aircraft  unless  a  permit 
authorizing  such  services  has  been  granted  by  the  Board 
to  the  carrier  or  carriers  engaged  in  such  scheduled 
services.   Applications  shall  be  filed  with  the  Board, 
through  diplom:.tic  channels,  addressed  to  the  attention 
of  the  Director,  Bureau  of  Operating  Rights,  by  (1)  the 
carrier  or  carriers  holding  themselves  out  as  providing 
the  services,  and  (2)  any  carrier  from  whom  the  air- 
craft to  be  used  in  providing  those  services  are  leat-ed, 
if  the  lease,  if  any,  together  with  any  related  arrange- 
ments, provides  for  the  lease  of  an  aircraft  with  crew.  1/ 


_1/  For  the  scope  of  the  terms  "lease,"  and  lease  with  crew, 
see  14  CFR  218.1  and  218.3(b)(1). 
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Each  application  shall  identify  (1)  the  applicant, 
including  CA)  the  name  of  the  country  under  whose 
laws  the  applicant  is  organized  and  the  citizenship 
of  the  applicant,  (B)  the  percentage  interest  (showing 
whether  record  or  beneficial  or  both)  in  the  applicant 
held  by  any  government  and,  in  the  aggregate,  by  the 
nationals  of  the  home  country  of  the  applicant  and  of 
each  country  whose  government  holds  any  interest  in 
the  applicant,  and  (C)  the  nationality  of  each  officer 
and  director  of  the  applicant;  (ii)  the  country  or 
countries  in  which  the  aircraft  to  be  used  in  providing 
the  services  are  registered;  and  (iii)  a  full  descrip- 
tion of  the  operations  for  which  authority  is  desired, 
indicating  type  of  operations  (mail,  passenger,  property), 
frequency  of  flights,  and  routing,  including  each 
terminal  and  intermediate  point  to  be  served  by  the 
applicant  in  connection  with  the  service  for  which 
approval  is  sought.   Each  application  shall  also  be 
accompanied  by  such  documents  as  may  be  necessary  to 
establish  that  reciprocity  for  similar  operations  by 
United  States-registered  aircraft  exists  in  the 
country  of  registration  of  the  aircraft  and  in  the 
country  of  which  the  applicant  is  a  citizen.  Appli- 
cations shall  be  submitted  at  least  15  days  in  advance 
of  the  date  of  the  commencement  of  the  proposed  operation. 
Such  additional  information  as  may  be  specifically 
requested  by  the  Board  shall  be  furnished. 

(d)  Notwithstanding  the  provisions  of  8375.45(a),  if 
within  30  days  after  the  effective  date  of  this  part 
a  carrier  files  an  application  for  a  permit  to  continue 
to  perform  existing  transit  flights  which  have  been 
regularly  performed  by  such  carrier  prior  to  November  1,  19T'+j 
such  carrier  may  continue  to  engage  In  such  transit 
flights  until  final  decision  by  the  Board  on  such  appli- 
cation:  Provided,  that  any  such  application  shall,  in 
addition  to  the  requirements  of  8375.45(c),  contain  a 
statement  that  the  carrier  is  relying  upon  this  section 
for  continuance  of  preexisting  transit  flights,  and 
shall  fully  describe  such  flights,  including  the  date 
inaugurated,  and  the  frequency  and  continuity  of  performance. 


620 


Question  50. 


Is  there  now  any  outstanding  proposed  rulemaking  concerning  CAB 
authority  or  jurisdiction  in  cases  of  overflights  of  U.S.  airspace 
and/or  refueling  on  U.S.  territory  of  flights  departing  from  and 
terminating  in  points  outside  the  U.S.? 


Question  51. 

With  regard  to  any  proposed  rulemakings  described  in  question  38, 
what  comnuni cat ions  have  occurred  between  the  Board,  its  members, 
or  staff,  on  the  one  hand,  and  any  air  carrier  or  its  representatives 
or  agents,  on  the  other,  that  are  not  recorded  in  the  docket? 


Response  to  Question  50 

Yes.   By  Notice  of  Proposed  Rulemaking  (SPDR-39,  November  1,  1974 
39  F.R.  39293),  the  Board  proposed  a  revision  of  Part  375  of  its 
Special  Regulations  to  provide  for  express  approval  by  the  Board  of 
any  scheduled  transit  operation  of  foreign  aircraft  over  the  United 
States.   The  proposal  was  made  pursuant  to  Section  1108(b)  of  the 
Federal  Aviation  Act  (49  U.S.C.  1508(b)),  which  provides  that 
foreign  aircraft  may  be  navigated  in  the  United  States  "only  if 
such  navigation  is  authorized  by  permit,  order,  or  regulation 
issued  by  the  Board  hereunder   ..."   A  copy  of  SPDR-39  is 
attached  hereto. 

Response  to  Question  51 

The  only  communications  occurring  between  members  of  the  OGC 
staff  and  any  carrier  or  its  representative  or  agent  involve 
conversations  between  the  attorney  for  Air  Europe  and  the  Associate 
General  Counsels  for  Rules  and  Rates  and  for  Litigation  and  Research. 
These  conversations  related  to  Air  Europe's  request  for  an  extension 
of  time  to  file  comments  to  SPDR-39. 

To  the  best  of  our  knowledge  there  were  no  other  communications 
by  any  Member  of  the  Board  or  the  staff. 


SFDR-39 
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UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 


Special  Regulations 

Docket  271^5 

Dated:  November  1,  197^ 

PART  375  -  NAVIGATION  OF  FOREIGN  CIVIL  AIRCRAFT  WITHIN  THE 
UNITED  STATES 

TRANSIT  FLIGHTS:   SCHEDULED  INTERNATIONAL  AIR 
SERVICE  OPERATIONS 


NOTICE  OF  PROPOSED  RULEMAKING 

Notice  is  hereby  given  that  the  Civil  Aeronautics  Board  proposes  to 
amend  Part  375  of  its  Special  Regulations  (14  CFR  375)  so  as  to  revise  the 
provisions  of  section  375.45  thereof  which  relate  to  authority  for  the 
navigation  of  foreign  civil  aircraft  in  scheduled  international  air  service 
in  transit  over  the  United  States.   The  principal  features  of  the  proposed 
amendment  are  explained  in  the  attached  Explanatory  Statement  and  the 
proposed  amendment  is  set  forth  in  the  Proposed  Rule.   The  amendment  is 
proposed  under  the  authority  of  section  204(a)  and  1108(b)  of  the  Federal 
Aviation  Act  of  1958,  as  amended,  72  Stat.  743,  798',  49  U.S.C.  1324,  1508. 

Interested  persons  may  participate  in  the  proposed  rulemaking  through 
submission  of  twelve  (12)  copies  of  written  data,  views  or  arguments  pertaining 
thereto,  addressed  to  the  Docket  Section,  Civil  Aeronautics  Board,  Washington, 
D.C.  20428.   All  relevant  material  in  communications  received  on  or  before 
December  6,  197 *+  and  reply  coi^nents  received  on  or  before  December  23,  197'+. 
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will  be  considered  before  taking  final  action  on  the  proposed  rule.  Copies 
of  such  communications  will  be  available  for  examination  by  interested  persons 
in  the  Docket  Section  of  the  Board,  Room  710,  Uhiversal  Building,  l825  Con- 
necticut Avenue,  N.W.,  Washington,  D.C.  upon  receipt  thereof. 
By  the  Civil  Aeronautics  Board: 

EDWIN  Z.  HOLLAND 
Secretary 


(SEAL) 
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EXPLANATORY  STATEMENT 

Section  501  of  the  Federal  Aviation  Act  of  1958  makes  it  unlawful 

for  any  person  to  navigate  foreign  aircraft  within  the  United  States 

except  as  provided  by  Section  1108  of  the  Act.   The  "United  States" 

includes  "the  overlying  air  space  thereof  .  .  ."  (Section  101(36))  and, 

hence,  aircraft  which  transit  the  United  States  are  subject  to  the  require- 

1/ 
raents  of  Section  1108.   Section  1108(b)  of  the  Act,  in  turn,  permits  the 

navigation  of  foreign  aircraft  "only  if  such  navigation  is  authorized  by 
permit,  order,  or  regulation  issued  by  the  Board  .  .  .  ."  The  Board's 
authority  under  Section  1108(b)  necessarily  encompasses  authority,  inter  alia, 
to  determine  whether  a  particular  scheduled  international  flight  proposed  to 
be  operated  with  foreign  aircraft  falls  within  the  scope  of  those  permitted 
under  the  International  Air  Services  Transit  Agreement  as  scheduled  inter- 
national air  service  in  transit  across  the  United  States.   Board  authorization 
may  take  the  form  of  a  section  402  permit,  a  permit  issued  under  Part  375 
of  the  Board's  Special  Regulations,  or  a  regulation  which  allows  the  operation 
without  the  necessity  of  obtaining  a  permit  or  other  express  Board  approval. 

Subpart  E  of  Part  375  of  the  Board's  Special  Regulation  is  concerned 
with  operations  requiring  pref light  authorization  by  the  Board  or  the 
Administrator  of  the  Federal  Aviation  Administration.   When  the  predecessor 
of  sec.  "^75.45  (Section  190.45  of  the  Civil  Air  Regulations)  was  adopted  in 
1953,  it  provided  for  express  Board  approval  of  any  scheduled  transit  operation 


ll     Article  6  of  the  Convention  on  International  Civil  Aviation  (the 
Chicago  Convention),  61  Stat.  1180,  provides  that  no  scheduled  international 
air  service  may  be  operated  over  or  int;o  the  territory  of  a  contracting  State 
except  with  the  special  permission  or  authorization  of  that  State. 
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of  foreign  aircraft  over  the  United  States.   Thereafter,  the  section  was 
revised  in  1954  so  as  to  eliminate  the  requirement  for  specific  route 
approval  by  the  Board.   Instead,  the  amended  regulation  provided  for 
blanket  Board  approval  for  transit  flights  if  the  necessary  approval  was 
obtained  from  the  Administrator.   Such  approach  was  found  to  be  consistent 
with  the  public  interest  at  that  time. 

Recent  consultations  with  the  Federal  Aviation  Administration,  however, 
indicate  that  the  Administrator  does  not  consider  that  he  should  determine 
whether  proposed  transit  operations  fall  within  the  scope  of  sec.  375.45  of 
the  Board's  Special  Regulations.   Moreover,  pending  litigation  makes  clear 
that  a  specific  administrative  avenue  should  be  provided  for  resolution  of 
issues  of  whether  particular  transit  flights  should  be  permitted,  including 
issues  of  whether  such  flights  fall  within  the  scope  of  the  International 
Air  Services  Transit  Agreement,  or  otherwise  should  be  authorized. 

In  such  circumstances,  the  Board  finds  that  it  is  no  longer  in  the 
public  interest  to  grant  blanket  approval  by  regulation  for  transit  opera- 
tions.  Accordingly,  we  shall  amend  the  regulation  to  provide  that  an 
operator  of  foreign  civil  aircraft  desiring  to  conduct  a  scheduled  inter- 
national air  service  (which  is  not  authorized  by  a  Section  402  permit) 
which  transits  the  United  States  shall  obtain  a  permit  from  the  Board  for 
the  service.   The  requirement  for  obtaining  appropriate  safety  authority 
from  the  Federal  Aviation  Administration  will  remain  unchanged. 


Ij     Air  Europe  Int'l.  v.  Robert  D.  Tiram  et  al . ,  Civil  No.  74-1400 
(D.D.C.,  filed  Sept.  24,  1974).  ,   ^  ^  ,•  c  « 

3/   In  the  usual  case,  where  the  applicant's  home  government  is  a 
signatory  of  the  International  Air  Services  Transit  Agreement,  it  is 
anticipated  that  the  appropriate  approval  will  be  routinely  granted. 
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PROPOSED  RULE 

It  is  therefore  proposed  to  amead  Part  375  of  the  Board's  Special 
Regulations  (14  CFR  375)  as  follows: 

Amend  375.45  to  read  as  follows; 

§375.45  Transit  flights;   scheduled  international 
air  service  operations. 

(a)  Approval  required.   Any  carrier  operating  foreign 
civil  aircraft  that  desires  to  conduct  a  scheduled 
international  air  service  in  transit  across  the  United 
States  shall,  before  commencing  operations,  obtain 

(i)  a  permit  therefor  from  the  Board  and  (ii)  the 
approval  of  the  Administrator,  for  the  routes  proposed 
to  be  followed,  and  thereafter  shall  conduct  such 
operations  in  accordance  with  the  provisions  of  such 
permit  and  approval.   Such  permit  may  be  issued  only 
if  the  Board  finds  that  the  proposed  operation  is 
fully  consistent  with  the  applicable  law  and  is  in 
the  interest  of  the  public. 

(b)  Nature  of  privilege  conferred.   Air  transportation 
is  not  authorized  under  this  section,  and  the  burden 
rests  upon  each  applicant  to  show  that  the  contemplated 

^    operation  will  not  constitute  air  transportation. 
Stopovers  for  the  convenience  or  pleasure  of  the 
passengers  are  not  authorized  under  this  section  and 
stops  other  than  for  strictly  operational  reasons  shall 
not  be  made.   The  consolidation  on  the  same  aircraft  of 
an  operation  under  this  section  with  a  service  authorized 
under  section  402  of  the  Act  is  not  authorized  by  this 
section.   Any  permit  authorized  by  this  section  is 
nontransferable,,  and  may  be  withheld,  revoked,  suspended, 
withdrawn,  or  canceled  by  the  Board,  without  notice  or 
hearing,  if  required  by  the  public  interest. 

(c)  Applications.   Scheduled  international  air 
services  in  transit  across  the  United  States  may  not 

be  undertaken  by  foreign  civil  aircraft  unless  a  permit 
authorizing  such  services  has  been  granted  by  the  Board 
to  the  carrier  or  carriers  engaged  in  such  scheduled 
services.   Applications  shall  be  filed  with  the  Board, 
through  diplom.:.tic  channels,  addressed  to  the  attention 
of  the  Director,  Bureau  of  Operating  Rights,  by  (1)  the 
carrier  or  carriers  holding  themselves  out  as  providing 
the  services,  and  (2)  any  carrier  from  whom  the  air- 
craft to  be  used  in  providing  those  services  are  leashed, 
if  the  lease,  if  any,  together  with  any  related  arrange- 
ments, provides  for  the  lease  of  an  aircraft  with  crew.  1/ 


V      For  the  scope  of  the  terms  "lease,"  and  lease  with  crew,' 
see  14  CFR  218.1  and  218.3(b)(1). 
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Each  application  shall  identify  (i)  the  applicant, 
including  CA)  the  name  of  the  country  under  whose 
laws  the  applicant  is  organized  and  the  citizenship 
of  the  applicant,  (B)  the  percentage  interest  (showing 
whether  record  or  beneficial  or  both)  in  the  applicant 
held  by  any  government  and,  in  the  aggregate,  by  the 
nationals  of  the  home  country  of  the  applicant  and  of 
each  country  whose  government  holds  any  interest  in 
the  applicant,  and  (C)  the  nationality  of  each  officer 
and  director  of  the  applicant;  (ii)  the  country  or 
countries  in  which  the  aircraft  to  be  used  in  providing 
the  services  are  registered;  and  (iii)  a  full  descrip- 
tion of  the  operations  for  which  authority  is  desired, 
indicating  type  of  operations  (mail,  passenger,  property), 
frequency  of  flights,  and  routing,  including  each 
terminal  and  intermediate  point  to  be  served  by  the 
applicant  in  connection  with  the  service  for  which 
approval  is  sought.   Each  application  shall  also  be 
accompanied  by  such  documents  as  may  be  necessary  to 
establish  that  reciprocity  for  similar  operations  by 
United  States-registered  aircraft  exists  in  the 
country  of  registration  of  the  aircraft  and  in  the 
country  of  which  the  applicant  is  a  citizen.  Appli- 
cations shall  be  submitted  at  least  15  days  in  advance 
of  the  date  of  the  commencement  of  the  proposed  operation. 
Such  additional  information  as  may  be  specifically 
requested  by  the  Board  shall  be  furnished. 

(d)  Notwithstanding  the  provisions  of  8375. 45 (a),  if 
within  30  days  after  the  effective  date  of  this  part 
a  carrier  files  an  application  for  a  permit  to  continue 
to  perform  existing  transit  flights  which  have  been 
regularly  performed  by  such  carrier  prior  to  November  1,  19T^j 
such  carrier  may  continue  to  engage  in  such  transit 
flights  until  final  decision  by  the  Board  on  such  appli- 
cation:  Provided,  that  any  such  application  shall,  in 
addition  to  the  requirements  of  9375.45(c),  contain  a 
statement  that  the  carrier  is  relying  upon  this  section 
for  continuance  of  preexisting  transit  flights,  and 
shall  fully  describe  such  flights,  including  the  date 
inaugurated,  and  the  frequency  and  continuity  of  performance. 
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